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SUMMONS 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE COMMISSION 

Plaintiff, 

-against- 

MANAGEMENT DYNAMICS, INC. 

WILLIAM N. LEVY 
EDWIN BARRETT 
CLYDE GOFF 
EPHRAIM HOFFt«lAN 
PEl’ER R. WATSON 
GLOBAL SECURITIES, INC. 

ALLEN LANGENAUER 
DAVID LANGENAUER 
BERNARD OSCHERS 
LEE SCHNEIDER 
A. J. CARNO, INC. 

ANT’HONY NADI NO 
MAYFLOWER SECURITIES, INC. 

JOSEPH CIRELLO 
FAIRFIELD SECURITIES, INC. 

THOMAS F. BRENNAN, III 
SAl-lUEL D. HODGE 


Judge Carter 


73 Civil 2642 


SUMMONS 


Defendants. 


To the above naj.ied Defendants: 

You are hereby summoned and required to serve upon 
Willieun D. Moran, Regional Administrator, plaintiff's attorney, 
whose address is 26 Federal Plaza, New York, New York, 1000? 
an answer to the complaint which is herewith served upon you, 
within 20 days after service of this summons upon you, exclu¬ 
sive of the day of service. If you fall to do so. Judgment 
by default will be taken against you for the relief demanded 
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SU^ONS 


in the complaint. 


THOMAS E. ANDREWS 

Clerk of Court 


Date; June 13, 1973 s/ E. A. Becker 

Deputy Clerk 


Note; —This Bummona la issued pursuant 
to Rule 4 of the Federal Rules 

of Civil Procedure (Seal of Court) 


5a 








COMPLAINT 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 


SECURITIES AND ^CHANGE COMMISSION 

Plaintiff, 


Judge Carter 


-agalnst- 

MANAQEMENT DYNAMICS, INC. 
WILLIAM N. LEVY 
EDWIN BARRETT 
CLYDE GOPl’ 

EPHRAIM HOFFMAN 
PETER R. WATSON 
GLOBAL SECURITIES, INC. 
ALLEN LANGENAUER 
DAVID LANGENAUER 
BERNARD OSCHERS 
LEE SCHNEIDER 
A. J. CARNO, INC. 

ANTHONY NADINO 
MAYFLOWER SECURITIES, INC. 
JOSEPH CIRELLO 
FAIRPIEU) SECURITIES, INC. 
THOMAS F. BRENNAN,III 
SAMUEL D. HODGE 


73 Civil Action 
Pile No. 2642 


COMPIAINT 


Defendants. 


Plaintiff Securities and Exchange Commission ("Commission" 
for Its complaint alleges: 

1. Defendants Management Dynamics, Inc. ("MD"), William 
N. Levy ("Levy"), Edwin Barrett ("Barrett"), Clyde Goff ("Goff"), 
Ephraim Hoffman ("Hofftaan"), Peter R. Watson ("Watson"), Global 
Securities, Inc. ("Global"), Allen Langenauer ("Langenauer"), 

David Langenauer, Bernard Oschers ("Oschers"), Lee Schneider 
("Schneider"), A. J. Carno, Inc. ("Carno"), Anthony Nadino 
("Nadlno"), Mayflower Securities, Inc. ("Mayflower"), 
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COMPIAINT 


Joseph Cirello ("Clrello”), Fairfield Securities, Inc. 
("Fairfield”), Thomas F. Brennan, III ("Brennan"), and 
Samuel D. Hodge ("Hodge") are engaged in and are about to 
engage In acts, practices euid courses of conduct which 
constitute and will constitute violations of Sections 5 (a), 5(c), ' 
and 17(a) of the Securities Act of I 933 ("Securities. Act"), as 
amended, I 5 U.S.C. 77e(a), 77e(c), and 77q(a) and Section 10(b) 
of the Securities Bs^hange Act of 1934 ("Exchange Act"), as 
amended, 15 U.S.C. 78j('>), and Rule CFR 24o.lOb-5 (Rule lOb-5) 
thereunder. 

2. The Canmlsslon, pursuant to Section 20(b) of the 
Securities Act, I 5 U.S.C.77t(b) and Section 21(e) cf the 
Exchange Act, 15 U.S.C. 78u(e), brings this action to enjoin such 
acts and practices. 

3 . This Court has Jurisdiction of this action pursuant 
to Section 22(a) of the Securities Act, I 5 U.S.C. 77v(a) and 
Section 27 of the Exchange Act, I 5 U.S.C. 78aa. 

4. Pursuant to authority conferred upon the Commission 
by Sections 10(b) euid 23(a) of the Exchange Act, I 5 U.S.C. 78j(b) 

and 78w(a), the Commission has promulgated Rule lOb-5. Said 

* 

rule was In effect at all times toentloned herein and is now in 
effect. 

5 . MD is a New Jersey corporation with princ.ipal offices 
at 1524 Walnut Street, Philadelphia, Pennsylvania, I 9 IO 2 . MD 

has never registered its securities with the Commission pursuant 
to either the Securities Act or the Exchange Act. Since 
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September of 1972, the principal business of MD has been land 
development. It has realized no income from this activity. 

Indeed, since incorporation MD has never reported a profit. 

During October and November 1972 MD sold 43,125 unregistered MD 
shares to seven purchasers for $33>750. On December 8, 1972, 
the Commission suspended the over-the-counter trading of MD 
securities because the company could not account for 960,000 
of its unregistered common shares. They carried no restrictive 
legend. 1/ The Commission*s suspension release also noted the 
rise in the bid in MD common shares from 1/4 in August 1972 to 
$6 in December 1972 and the absence of accurate and complete 
information concerning MD and its history. The release also 
Indicated that none of MD's shares had ever been registered. 

On March 21 the Commission terminated this trading suspension. 

6. Levy is an attorney admitted to practice in the 
State of New Jersey. His office address is I30 North Broadway, 
Camden, New Jersey. Levy specializes in a securities law practice. 
Since the Incorporation of MD he has been its chief counsel and 
also has been its secretary and a director. Levy is the prime 
architect of the violative acts alleged herein. 

7. Barrett is and since September 6, 1972, has been 
president and chief operating officer of MD. His home address 
is 815 Lukens Lane, Springfield, Pennsylvania. He presently 
owns some two million MD common shares. 

8. Goff is and since July 1972 has been vice president 

1/ Such legend would have indicated that such shares had 
” not been registered with the Commission. 
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and a director of MD. Qoff resides at 13I Betton Street, 

Wrlgley Park, Pennsylvania. He owns some 257>000 MD common shares. 

9. Hoffman Is, and since July 1972 has been, vice- 
president, treasurer and a director of MD. Hoffman resides 
at 600 Wayfleld Road, Wynnewood, Pennsylvania. He owns some 
229,000 MD common shares. 

10. Watson was engaged by MD in October and November 
1972 to sell 960,000 unregistered MD common shares. These 
shares were issued to Watson In his name in 5>000-share units 
and bore no restrictive legend to Indicate they were not 
registered. These are the shares which were one of the causes 
for the Commission to suspend over-the-counter trading in MD 
securities. These shares were retained by Watson for at least 
one month. Watson offered these shares for sale to persons 

in Florida, New York and elsewhere. Watson resides at 31^0 
Bay Shore Boulevard, N.E., St. Petersburg, Florida. 

11. Global is a New Jersey corporation doing business 
as a broker-dealer in securities and has been so registered 
with the Commission since March 26, 1972. Global maintains 

its principal place of business at 120 West Seventh Street, 
Plainfield, New Jersey. From September to December 1972, 

Global purchased 34,482 shares of MD in the over-the-counter 
market and sold 20,346 shares to its retail customers. 

12. Langenauer is, and since February 1972 has been, 
president, treasurer and a director of Global. He has been 
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associated with various other broker-dealers since I968. He 
resides at 202 Harding Road, Scotch Plains, New Jersey. 

13. David Langenauer, the father of Langenauer, is 
and since February I972 has been vice-president, secretary and 
a director of Global. He resides at 1111 Raritan Road, Scotch 
Plains, New Jersey. He and his son are the chief operating 
officers of Global. 

1^. Oschers is and since at least September 1972 has 
been a salesman at Global. He was directly responsible for 
the sale of several thousand unregistered MD shares. Oschers' 
home address is 28 Duncan Avenue, Jersey City, New Jersey. 

15. Schneider, a/k/a Loon Schneider, is and since at 
least Si'pi ember 197? has been a salesman at Global. He was 
directly responsible for the sale of several thousand unregis¬ 
tered MD shares. Schneider's home address is 37 Bryant Drive, 
Livingston, New Jersey. 

16. Carno is a New York corporation doing business as 
a broker-dealer in securities and has been so registered with 
th.! Commission since October 25, i960. Between its first trade 
with Global on September 28, I972 and its last on November 21, 
197?, Carno purchased 11,228 shares of ^^D in the over-the- 
counter market. Of these, 9,825 shares or 88 per cent were sold 
to Global. Carno's principal place of business is 42 Broadway, 
New York, New York. 

17. Nadino is and since September 1972 has been vice 
president in charge of trading at Carno. Nadino has supervisory 
responsibility for Carno's trading department and personally 
handled Carno's MD trading. Nadino lives at 129 Roosevelt 

Avenue, Jersey City, New Jersey. 
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18. Mayflower is a New York coirporation located at 1 
State Street Plaza, New York, New York, doing business as a 
broker-dealer in securities and has been so registered with 
the Commission since July 25, I 963 . Mayflower's first trade 
in MD shares occurred September 27, 1972 with a sale of 500 
MD shares to Global. Between September 27, 1972, and December 1, 
1972 , Mayflower purchased 9,078 shares of MD in the over-the- 
counter market. Of these 7,247 shares or 80 per cent were 
sold to Global, On August 20, 1970, pursuant to an offer 
of settlement, the Commission found that Mayflower wilfully 
violated Sections 5(a) and 5(c) of the Securities Act and 
Sections 15(c)(1) and 17 (a)( 3 ) of the Exchange Act and Rules 
15c1-4 and l7a-3 thereunder and suspended Mayflower for 40 days 
from effecting transactions as an underwriter or member of a 
selling group of a registered public offering of securities 
(Securities Exchange Act Release No. 8961 ). 

19« Cirello is and at least since September 1972 has 
boon a trader at Mayflower, He was responsible for Mayflower's 
trading of MD shares. Cirello lives at 6 Stevens Road, Wallington, 
Nev; Jersey. 

20. Fairfield is a New York corporation doing business as 
a broker-dealer in securities and has been so registered with 
the Commission since June 30, 1972. Fairfield's first trade in 
MD occurred on September 29, 1972 with a sale of 250 MD shares 
to Global. Between September 29, 1972, and December 8 , 1972, 
Fairfield purchased 4690 shares of MD in the over-the-counter 
market. Of these, 4,450 or 95 per cent were sold to Global. 
Fairfield's principal place of business is located at 15 
Williams Strntit, Suite I 80 O, New York, Now York, 
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21. Brennan, aA/a Tucker Brennan, is and at least 
from September 1972 has been a trader and a principal at 
Fairfield. He is the only trader at Fairfield and was 
responsible for trading MD shares. Brennan lives at 91 Pitney 
Avenue, New Providence, New Jersey. 

22. Hodge is an investor and one-third owner of a 
company which in turn owns Global. Hodge, or companies 

he owns or controls, o^m some 100,000 MD common shares. 

Between August 15, 1972 and November 1972, Hodge and his 
companies sold 11,200 MD common shares and purchased 44,150 
shares. Hodge sold 3>000 shares to Global at 90^ on September 8, 
1972, representing Global's Initial purchase, and acquired 
5,000 shares from Global at $6 on November 22, 1972, allegedly 
to aid Global's support of MD in the open market. Hodge loaned 
$25,000 to Global in October 1972 to enab]e Global to maintain 
its net capital to purchase MD shares. Hodge resides at 6949 
Sherwood Road, Philadelphia, Pennsylvania. 

COUNT I 

Sections 5(&) and 5(c) of the Securities 

Act, 15 U.S.C. 77e(a) and 77e(ch Offer, 

Sale and Delivery after Sale of UnregTi^ 
tered Securities" 

23 . The Commission realleges and Incorporates by 
reference in this Count I each and every allegation contained 
in paragraphs 1 through 22 of this complaint. 

24. Since on or about Aiogust 1972, and continuing to the 
date hereof, in the Southern District of New York and elsewhere 
defendants liD, Levy, Barrett, Goff, Hoffman, Watson, Global, 
Langenauer, David Langenauer, Oschers, Schneider, Carno, Nadino, 
Mayflower, Cirello, Fairfield, Brennan and Hodge, and each of them, 
singly and in concert, directly and Indirectly, have been and are 
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offering for sale and selling securities, namely common shares 
of MD, and these defendants have been and are, directly and 
indirectly, making use of the means and instruments of 
transportation and communication in interstate commerce and of 
the mails to sell and to offer to sell such securities, and 
have been and are now causing such securities to be carried 
through the mails and in interstate commerce by the means and 
instruments of transportation for the purpose of sale and 
delivery after sale. 

25 . No registration statement has ever been in effect 
with the Commission under the Securities Act with respect to 
any securities of MD. 

26 . By reason of the foregoing, the defendants herein 
have, directly and indirectly, violated and aided and abetted 
violations of Sections 5(a) and 5(c) of the Securities Act, 

15 U.S.C. 77e(a) and 77e(c). 

COUNT II 

Section 17(a) of the Securities Act, 

15 U.S.C. 77q(a) and Section 10(b) of 
the Exchange Act, 15 U.S.C. 78j(b) 
and Rule lOb-5 thero’.'nder: Fraud in 
the Sale of Securities 

27 . The Commission realleges and incorporates by 
reference in this Count II each and every allegation contained in 
paragraphs 1 through 26 of this complaint. 

28 . From on or about August 1972 and continuing to the 
date hereof, in the Southern District of New York and elsewhere, 
defendants MD, Levy, Barrett, Goff, Hoffman, Watson, Global, 
Langenauer, David Langenauer, Oschers, Schneider, Carno, Nadino, 
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Mayflower, Cirello, Fairfield, Brennan, and Hodge, directly and 
indirectly, in connection with the offer, sale and purchase of 
certain securities, namely the common shares of MD, by the 
use of the means and instruments and instrumentalities of 
Interstate commerce and of the malls, have been and are now; 

(1) employing devices, schemes and artifices to defraud; 

(2) making untrue statements of material facts and omitting 

to state material facts necessary in order to make the statements 
made, in the light of the circumstances under which they were 
made, not misleading and (3) engaging in acts, practices and 
courses of business which would and did operate as a fraud 
and deceit upon purchasers and prospective purchasers. 

29. In connection with the allegations in paragraph 28 
of this complaint, the defendants made oral statements and 
issued a press release, letters, statements of account and 
other information to investors and prospective Investors which 
were false and misleading as to, among other things; 

a) The corporate and operational history of MD; 

b) The registration of MB's securities with the 
Commission; 

c) The expiration dates, conditions precedent, govern¬ 
mental requirements, and financing pertinent to the 
exercise of certain options owned by MD; 

d) The future business prospects of MD, including an 
expected rise in price of its common shares; 

e) The Issuance of 960,000 common shares to Watson and 
MD’s Inability to recover these shares. 
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30 . By reason of the foregoing,the defendants herein 
have, directly and indirectly, violated and aided and abetted 
violations of Section 17(a) of the Securities Act, 15 U.S.C. 77q(a) 
and Section 10(b) of the Exchange Act, I 5 U.S.C. 78j(b) and 
Rule lOb-5 thereunder. 

WHEREFORE, the Securities and Exchange Commission, 
plaintiff herein, respectfully demands; 

• Preliminary Injunction and a Permanent Injunction 
enjoining the defendants, their officers, directors, agents, 
servants, employees, attorneys, successors and assigns, and 
those persons in active concert and participation with them, 
and each of them, from, directly and indirectly, 

1. Making use of any means or instruments of 

transportation or communication in Interstate 
commerce or of the mails to offer to sell, 
through the use or medium of any prospectus or 
otherwise, securities issued or to be issued by 
I'anagement Dynamics, Inc., its subsidiaries or 
affiliates, or any other securities, unless and 
until a registration statement has been filed 
with the Securities and Exchange Commission as to 
such securities, or while a registration statement 
filed with the Securities and Exchange Cormr.ission 
as to such securities is the subject of a refusal 
order or stop order of the Securities and Exchange 
Commission, or (prior to the effective date of the 
registration statement), any public orococding or 
examination under Section 8 of the Securities A'--* • 
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2. Making use of any means or instruments of 
transportation or communication in interstate 
commerce or of the mails to sell the securities 
issued or to be issued by Management Dynamics, Inc. 
its subsidiaries or affiliates, or any other 
securities through the use or medium of any 
prospectus, or otherwise, unless and until a 
registration statement is in effect with the 
Securities and Exchange Commission as to such 
securities. 

3. Carrying such securities or causing them to be 
carried through the mails or in interstate 
commerce by any means or instruments of 
Interstate transportation for the purpose of 
sale or delivery after sale, unless and until 
a registration statement is in effect with 
the Securities and Exchange Commission as to 
such securities. 

Provided, however, that nothing in the foregoing portion of the 
requested injunction shall apply to any security which is 
exempt from the provisions of Sections 5(a-)^nd 5(c) of the 
Securities Act, as amended, 15 U.S.C.77e(a) and 77e(c), and 

II. In connection with the offer for sale, sale and 
purchase of the common shares of Management Dynamics, Inc., any 
other securities issued or to be Issued by Management Dynamics, 
Inc., its subsidiaries or affiliates, or any other securities, 
making use of the means and instruments and instrumentalities 
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of interstate commerce and of the malls, employing any 
device, scheme or artifice to defraud, engaging in acts, 
practices, or course of business which operate or would 
operate as a fraud or deceit upon any purchaser, and making 
untrue statements of material facts or omitting to state 
material facts, necessary in order to make the statements made, 
in the light of the circumstances under which they were made, 
not misleading. Including but not limited to; 

(1) the business and operations of the issuer of any 
securities; 

(2) the future prospects of the issuer of any 
securities; 

(3) the registration of any issuer's securities with 
the Commission; 

(4) profits to be derived from the purchase of anv 
securities; 

(5) the need for haste to make an Investment in any 
securities; and 

(6) the use of hyperbole. 

III. Such other relief as this Court nay deem 

s/ William D. Moran 

-WILLIAM D. MOHAN 

Regional Administrator 

Attorney for Plaintiff 
SECURITIES AND EXCMGE 
COMMISSION 

New York Regional Office 
26 Federal Plaza 
New York, New York 10007 
Telephone No.; (212) 264-1603 


necessary and proper. 


Of Counsel; 

Donald Malawsky 

( 212 ) 264-1630 

Roger M. Deltz 
(212) 264-1603 

Dated; New York, New York 
June 13* 1973 






ANSWER OF A.J. CARNO AND ANTHONY 

-- 

NADINO 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 




•X 


SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

• 

• 

Judge Carter 

73 Civ. 2642 

-against- 

• 


MANAGEMENT DYNAMICS, INC., 

A. J. CARNO, INC. and 

ANTHONY NADINO, et al.. 

• 

• 

• 

ANSWER 

Defendants. 

• 

•If 



Defendants4 A. J. Carno^ Inc. and Anthony Nadino, 
for their answer, alleged: 

1. Deny the allegations contained In paragraphs 
1« 3« 24j 26, 28 , 29 and 30 of the complaint. 

2. Deny Knowledge or Information with respect to 

the allegations set forth in paragraphs 2 , 7> 9> 10, 

11, 12, 13, 14, 15, 18, 19, 20, 21, 22 and 25 of the complaint. 

3. Deny the allegations set forth In paragraph 16 
In the complaint, except that they admit having traded 
Management Dynamics, Inc. common stock between September 28, 
1972 and November 21, 1972. 

AS AND FOR A FIRST AFFIRMATIVE DEFENSE 
TO COUNTS I AND II 

4. Hie complaint falls to state a claim upon which 
relief can be granted. 
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Answer of A.,J, Carno and Anthony Nadtno 


AS AND FOR A SECOND AFFIRMATIVE DEFENSE 
TO COUNT I 

5. Defendant, A. J. Camo, Inc., is a broker-dea.^er 
in securities duly registered with the Securities and Exchange 
Commission. 


6 . Section 4(3) of the Securities Act of 1933, 
as amended, 15 U.S.C. 77d(c), exempts transactions by a 
dealer from the provisions of Section 5 of the Securities Act 
of 1933, as amended, 15 U.S.C. 77e. 


AS AND FOR A THIRD AFFIRMATIVE DEFENSE 
TO COUNT I 


I 


7* l^e Management Dynamics, Inc. coamon stock 
traded by defendants, A. J. Camo, Inc. and Anthony Nadino, 
constituted brokers* transactions executed upon customers 
orders in the over-the-counter market. 


8 . Section 4(4) of the Securities Act of 1933, 
as amended, 15 U.S.C. 77d(d), exempts brokers' transactions 
executed upon customers* orders in the over-the-counter market. 

AS AND FOR A FOURTH AFFIRMATIVE DEFENSE 
TO COUNT I 


9. nils Court lacks Jurisdiction over the subject 
matter in that the complaint fails to allege with specificity 
facts Indicating that the defendants, A. J. Camo, Inc. and 
Anthony Nadino (a) employed a device, scheme and artifice to 






Answer of A.J, Carno and Anthony Nadino 


defraud; (b) made any untrue statement of a material fact or 
omitted to state material facts necessary In order to make 
the statements made. In light of the circumstances under 
which they were ma^ie, not misleading; and (c) engaged In an 
act, practice or course of business which operated as a fraud 
or deceit upon, purchases or prospective purchases of securities. 

WHEKEFORE, defendants, A. J. Camo, Inc. and 
Anthony Nadino, respectfully request that the complaint 
against them be In all respects dismissed. 

Yours, etc. 

FEIDSHUH & FRANK 

Attorneys for A.J. Came, Inc. 

and Anthony Nadino,defendants 
Office & P.O. Address 
144 East 44th Street 
New York, New York 1001? 


20e 



4 


j. 




NOTICE OP MOTION 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


X 


SECURITIES AND EXCHANGE COMMISSION 

Plaintiff, 


73 Civil Action 
File No. 2642 (RLC) 


against- 


MANA094ENT DYNAMICS. INC. 
WILLIAM N. I£VY 
EEWIN BARRETT 
CLYDE GOFF 
EPHRAIM HOFFMAN 
PETER R. WATSON 
GLOBAL SECURITIES, INC. 
ALLEN lANGENAUER 
DAVID LANGENAUER 
BERNARD OSCHERS 
LEE SCHNEIDER 
A. J. CARNO, INC. 

ANTHONY NADINO 
MAYFLOWER SECURITIES, INC. 
JOSEPH CIRSLLO 
FAIRFIELD SECURITIES, INC. 
THOMAS F. BRENNAN, III 
SAMUEL D. HODGE 


NOTICE OF MOTION 


Defendants. 


SIRS: 

PLEASE TAKE NOTICE, that upon the plaintiff's ccxnplaint 
herein, the Affidavit of Roger M. Deltz, in support of plaintiff's 
motion for a preliminary injunction and upon all other papers 
and exhibits in support thereof, the undersigned will move this 
Court before the Honorable Robert L. Carter, Judge of the United 
States District Court for the Southern District of New York, 
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NOTICK OP MOTION 


Foley Square, Borough of Manhattan, City and State of New York 

on Atigust 10, 1973, &t 10;00 o'clock in the fore noon of that 

day, in Room 905 . pursuant to Rule 65 of the Federal Rules 

of Civil Procedure for an Order of Preliminary Injunction 

enjoining the defendants Management Dynamics, Inc., William N. Levy, 

Edwin Barrett, Clyde Ctoff, Ephraim Hoffman, Peter R. Watson, 

Global Securities, Inc., Allen Langenauer, David Langenauer, 

Bernard Oschers, Lee Schneider, A. J. Carno, Inc., Anthony 

Nadino, Mayflower Sectirltles, Inc., Joseph Clrello, Fairfield 

Securities, Inc., Tliomas F. Brennan, III and Samuel D. Hodge, 

their agents, servants, employees, successors, assigns, and 

those persons in active concert or participation with them and 

each of them from further violations of Sections 5(a), 5(c) 

and 17(a) of the Securities Act of 1933, as amended, I5 U.S.C. 

77e(a), 77e(c) and 77q(a) and Section 10(b) of the Securities 

Exchange Act of 193^, as amended, I5 U.S.C. 78j(b) and Rule 

17 CFR 240.10b-5 thereunder; and for such other and further 

relief as the Court may deem Just and proper. 

Respectfully subiultted, 

s/ William D. Moran 
WILLIAM D. MORAN 
Regional Administrator 

Counsel for Plaintiff, 

SECURITIES AND EXCHANGE COMMISSION 
26 Federal Plaza 
New York, New York IOOO7 
Telephone No.: (212) 264-l603 


Dated; New York, New York 
July 20, 1973 






AFFIDAVIT IN SUPPORT OF MOTION 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


--- ^ 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

-against- 

MANAGEMENT DYNAMICS, INC. 

WILLIAM N. I£VY 
EWIN BARRETT 

CLyDB GOFF : 

EPHRAIM HOFFMAN 
PETER R. WATSON 
GLOBAL SECURITIES, INC. 

ALLEN lANGENAUER 
DAVID lANGENAUER 
BERNARD OSCHERS 
LEE SCHNEIDER 

A. J. CARNO, INC. ; 

ANTHONY NADINO 

MAYFLOWER SECURITIES, INC. : 

JOSEPH CIRELLO 

PAIRFIEID SECURITIES, INC. 

raOMAS F. BRENNAN, III 

SAMUEL D. HODGE 

Defendants. ; 

-- 
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APPIDAVIT IN SUPPORT 
OP PIAINTIPP'S 
MOTION POR A 
PRELIMINARY 
INJUNCTION 


STATE OP NEW YORK ) 

J 88 * 

COUNTY OP NEW YORK ) 

ROGER M. DEITZ, being duly sworn, deposes and says: 

1. I am employed by the U.S. Securities and Exchange 
C(Xiiini8sion ("Commission"), as em attorney and am assigned to 
its New York Regional Office. I make this affidavit in support 
of the Commission's motion for a preliminary injunction gainst 
defendants Management Dynamics, Inc. ("MD"), William N. Levy 

("Levy"), Edwin Barrett ("Barrett"), Clyde Goff ("Goff"), 
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AFFIIAVIT IN SUPPORT OF MOTION 

Ephraim Hofftaan ("Hoffman"), Peter R. Watson ("Watson"), Global 
Securities, Inc. ("Global"), Allen Langenauer ("Langenauer"), 

David Leingenauer, Bernard Oschers ("Oschers"), Lee Schneider 
("Schneider"), A. J. Carno, Inc. ("Carno"), Anthony Nadino 
("Nadlno"), Mayflower Securities, Inc. ("Mayflower"), Joseph 
Cirello ("Clrello"), Fairfield Securities, Inc. ("Fairfield"), 
Thomas F. Brennan, III ("Brenneui"), and Samuel D. Hodge 
("Hodge") to enjoin them from further violations of Sections 
5 (a) and 5(c) euid 17(a) of the Securities Act of 1933 ("Secu¬ 
rities Act"), as amended, and Section 10(b) of the Securities 
Exchange Act of 1934 ("Excheuige Act:), as amended, and Rule 
lOb-5 thereunder. 

2. I am familiar with the matters alleged in the 
Commission's complaint and have participated in the investigation 
of this matter. I have examined the Ccmmisslon's public and 
private files concerning the defendants and members of the public 
who had transactions with the defendants with respect to the 
common stock of MD. In connection therewith I have also examined: 

a) brokerage accounts and related docximents; 

b) correspondence and related documents; and 

c) other records and documents pertaining to 
the facts stated in this affidavit. 
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affidavit in support of motion 

3« I have participated in the Interrogation of the 
individual defendants^ and others, and have examined the trans¬ 
scripts of their testlmoiiy. 

THE DEFEWEANTS 

4, MD is a New Jersey corporation with ^‘rinclpal 
offices at 1524 Walnut Street, Rilladelphla, Pennsylvania. 

MD has never registered its securities with the Commission 
pursuant to either the Securities Act or the Exchange Act. 1/ 
Since September of 1972, the principal business of MD has been 
land development. It has realized no Income from this activity. 
Indeed, since incorporation, MD has not reported a profit. 

5, On December 8, I972, the Commission suspended the 
ovex-the-counter trading of MD iecurltles because the company 
could not account for 9^0,000 of its unregistered common shares, 
niese shares had been issued in October and November 1972 in 
5,000-8hare units in the name of Peter R. Watson. They carried 
no restzictive legend; such legend would have indicated that 
these shares had not been registered with the Commission. 

6, Olie suspension was ordered also because of a rapid 
rise in the bid in MD common shares from 1/4 in August I972 to 
$6 in December 1972 2,/ and the absence of euscurate and complete 

The attestation of the Secretary of the Commission of non- 
registration of MD shares pursuant to the Securities Act and ' 
the Exchange Act is attached as Exhibit A. 

2/ MD sho^res were traded in the over-the-counter market. In 

connection therewith, bid and offer (juotatlons for the purchase 
and sale of MD shares were published in the National Quotation 
Burtiau "Pink Sheets", which are distributed natlckmlly to 
broker-dealers and others. 
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AFFIDAVIT IN SUPPORT OF MOTION 


Information concerning MD and Its history. In Its release 
ordering the suspension the Commission also Indicated that 
none of MD*s shaores had ever been registered. On March 21 
the Commission temlnated this trading suspension. 

7. Levy Is an attorney admitted to practice In the 
State of New Jersey. His office atddress Is 130 North Broadway, 
Camden, New Jersey. Levy specializes In a securities law 
practice. Since the Incorporation of MD he has been Its chief 
counsel and also has been Its secretary and a director. Levy 
Is the prime au’chltect of the violative acts alleged herein. 

8 . Barrett Is and since September 6, 1972, has been 
president and chief operating officer of MD. His home address 
Is 815 Lukens Lane, Springfield, Pennsylvania. 

9. Goff Is and since July 1972 has been vice president 
and a director of MD. Goff resides at 131 Dutton Street, 

Ridley Park, Pennsylvania. As of December 1972, the company's 
transfer records Indicated Goff as the owner of 257,000 MD 
common shares. Since September 1972, he disposed of several 
thousand unregistered MD shares. 

10. Hofltaan Is and since July 1972 has been vice 
president, treasurer and a director of MD. Hofftaan resides at 
600 Wayfleld Road, Wynnewood, Pennsylvania. As of December 1972 
the company's transfer records show Hoffmain owning 229,000 MD 
common shares. Since September 1972 he disposed of several 
thouseind unregistered MD shares. 
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AFFIDAVIT IN SUPPORT OF MOTION 


11. WatBon was engaged by MD in October and 
November 1972 to sell 960,000 unregistered MD commo:. shares. 

Uiese shares were Issued to Watson in his name in 5,000-share 
units euid bore no restrictive legend. These are the shares 
vdiich were one of the causes for the Commission's suspension 
of over-the-counter trading in MD securities. These shares 
were retained by Watson for more than five weeks. Watson's 
attempts to dispose of these shares were unsuccessful. On 
April 12, 1973, Watson was indicted in the United States District 
Court for the Middle District of Florida for conspiracy to make 
and transport forged and counterfeit secxirlties, to use such 
securities as collateral for loeuis and to "arrange and plan 

for the distribution of stolen and co\interfelt securities, 

notes, and bonds." Watson resides at 3l40 Bay Shore Boulevard,N.E., 

St. Petersburg, Florida. 

12. Global is a New Jersey corporation doing business 
as a broker-dealer in secxirltles and has been so registered 
with the Commission since March 26, 1972. Global maintains its 
principal place of business at 120 West Seventh Street, Plainfield, 
New Jersey. From September to December 1972, Global purchased 
37,322 shares of MD in the over-the-counter market and sold 
26,376 shares to its retail customers. 2/ 

2/ In error, the Commission's complaint indicated that 
Global had purchased 3^,^62 and sold 20,346 MD shares. 
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AFFIDAVIT IN SUPPORT OF MOTION 
13. Langenauer Is and since February 197? has been 


presidentj treasurer and a director of Global. He has been 
associated with various other broker-dealers since 1968. He 
resides at 202 Harding Road, Scotch Plains, New Jersey. 

l4. David lAngenauer, the father of Langenauer, Is 
and since February 1972 has been vice president, secretary and 
a director of Global. He resides at 1111 Raritan Road, Scotch 
Plains, New Jersey. He and his sen are the chief operating 
officers of Global. 

15* Oschers Is and since at least September 1972 has 
been a salesman at Global. He was directly responsible for the 
sales of several thousand unregistered MD shares. Oschers' 
home address Is 28 Duncan Avenue, Jersey City, New Jersey. 

16. Schneider, aA/a Leon Schneider, is and since at 
least September 1972 has been a salesman at Global. He was 
directly responsible for the sale of several thousand unregis¬ 
tered MD shares. Schneider's home address Is 37 Bryant Drive, 
Livingston, New Jersey. 

17* Carno is a New York corporation doing business as 
a broker-dealer In securities and has been so registered with 
the Commission since October 25, i960. Between Its first trade 
with Global on Septerber 28, 1972 and its last on November 21, 
1972, Carno purchased 11,226 shares of MD in the over-the-counter 
market. Of these, 9*825 shares or 88 per cent were sold to 
Global. Carno's principal place of business is 42 Broadway, 

New York, New York. 
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AFFIDAVIT IN SUPPORT OF MOTION 

18. Nadlno l8 and since September 1972 has been vice 
president in charge of trading at Carno. Nadino has supervisory 
responsibility for Carno*s trading department and personnally 
(sic) handled Carno*s MD trading. Nadino lives at 129 
Roosevelt Avenue, Jersey City, New Jersey. 

19. Mayflower is a New York corporation located at 1 
State'street Plaza, New York, New York, doing business as a broker- 
dealer in securities and has been so registered with the commission 
since July 25, 1963. Mayflower's first trade in MD shares 
occurred September 27, 1972 with the sale of 500 MD shares to 
Global. Between September 27* 1972, and December 1, 1972, 

Mayflower purchased 9*078 shares of MD in the over-the-counter 
market. Of these 7*247 shares or 80 per cent were sold to Global. 

On August 20, 1970, pursuant to an offer of settlement in an 
administrative proceeding in which Mayflower was named aa a 
respondent, the Commission found that Mayflower willfully violated 
Sections 5(a) and 5(e) of the Securities Act and Sections 15(c)(1) 
and 17 (a)( 3) of the Exchange Act and Rules 15cl-4 and 17a-3 there¬ 
under and suspended Mayflower for 40 days from effecting 
t.ansactions as an underwriter or member of a selling group of 

a registered public offering of secvjcities (Securities Exchange 
Act Release No. 8961). 

20. Glrello is and at least since September 1972 has been 
a trader at Mayflower. He was responsible for Mayflower's trading 
of MD shares. Clrello lives at 6 Stevens Road, Walllngton, 

I. 

New Jwsey. 
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AFFIDAVIT IN SUPPORT OF MOTION 

21. Fairfield Is a New York corporation doing business 
as a broker-dealer In sectirltles and has been so registered 
with the Commission since J\me 30, 1972. Fairfield's first trade 
In MD occurred on September 29, 1972 with the sale of 250 MD shares 
to Global. Between September 29, 1972, amd December 8, 1972, 
Fairfield p\xrchased 4,690 shares of MD In the over-the-counter 
oDArket. Of these, 4,450 or 93 par cent were sold to Global. 
Fairfield's principal place of business Is locatecT at 15 William 
Street, Suite 1800, New York, New York. 

22. Brennan, a/k/a Tucker Brennan, Is and at least from 
September 1972 has been a trader and a principal at Fairfield. 

He Is the only trader at Fairfield and was responsible for 
trading MD shares. Brennan lives at 91 Pitney Avenue, New 
Providence, New Jersey. 

23. Hodge Is an Investor and one-third owner of a hold¬ 
ing company which in turn owns Global. Hodge, or companies he 
owns or controls, own some 100,000 MD common shares. Between 
August 15, 1972, and November 1972, Hodge and his companies 

sold 11,200 MD common shares and purchased 44,150 shares. 

Hodge sold 3,000 shares to Global at 90 cents per share on 
September 8, 1972, representing Global's Initial purchase, and 
acquired 5,000 shares from Global at $6 per share on November 
22, 1972, allegedly to aid Global's support of MD In the open 
market. Hodge loaned $25,000 to Global In October 1972 to 
enable Global to maintain Its net capital to purchase MD shares. 
Hodge resides at 6949 Sherwood Road, Philadelphia, Pennsylvania. 
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AFFIDAVIT IN SUPPORT OF MOTION 
THE SCHBiE 

24. This was a scheme to create an artificial demand 
for MD shares through false and misleading releases from the 
company and others.^ As a result, the over-the-counter bid of 
MD shares rose from 1/4 in August 1972 to over $6 in December 
1972, when the Commission suspended over-the-counter trading 
in MD securities. In connection with this activity, in October 
and November 1972, MD sold 43,125 unregistered shares to 
seven persons for $33*750. It also attempted to sell 960,000 
additional shares through Watson. Levy, Hofftaan, Goff and 
Barrett all participated in these sales and offers of MD shares 
for sale. 

25• These offers and sales were made possible by the 
artificial market in MD shares created and maintained by 
defendants Global, Langenauer, David Langenauer, Oschers, 

Schneider, Carno, Nadlno, Mayflower, Clrello, Fairfield and 
Brennan and by the financial assistance of Hodge. In connection 
with this activity, Carno, Mayflower, and Fairfield caused bid 
and offer quotations to be published in the Pink Sheets, which 
are disseminated to brokers and dealers throughout the country. 

26. Hie violative activity took place in two related 
arenas: 1) Fraudulent Statements; and 2) Sales of Unregistered 
Securities. 

4/ Hiese dociunents were: a shareholder's letter of August 15, 1972, 
signed by Levy (attached hereto as Exhibit B); a press release 
dated October 13, 1972, issued by the company (attached hereto as 
Exhibit C); 8uid a president's letter dated October 25, 1972,signed 
by Barrett (attached hereto as Exhibit D). 

5/ Schedules of purchases and sales by brokers Global, Carno, 
Mayflower, and Fairfield are attached hereto as Exhibits E,F,G, and 
H respectively. 
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FRAUDULENT STATEMENTS 

27. In the first arena, immediately after Levy, 
Hofftnan, Goff and Barrett engineered the infusion of seme of 
Barrett's properties and options to acquire property in return 
for 2,700,000 unregistered MD shares, these four prepared ajid 
disseminated letters and a press release vdiich described these 
assets in inflated terms and omitted to state the history of 
MD, principally, that prior to the infusion of Barrett's assets, 
it was a shell and that its shares were never registered with 
the Commission. These letters euid press release were distributed 
widely to shareholders, broker-dealers, and others; they are the 
subject of the fraud allegations herein. 


THE AUGUST 15. 1972 LETTER 

28. The August 15, 1972 letter was false auid misleading 
in that it omitted to state several salient negative facts. 

The letter made no mention of the COTipany's hlsto^ or present 
activities. Unaudited financial statements attached to the 


letter, however, described the principal assets of the company 


as follows: 


9.14 ecres of ground in Red Hill, Pa. $ 98,000 
Apartment site inPhlladelphla, Pa. 32,363 

$13cJ,563 


Option to acquire land in Bass River 

Township, New Jersey ' $ 1,100 


Option to acquire land in Harleysville, 
Lower Salford Twp., Pennsylvania 
$13,090 subject to liabilities of 
$8,600 


4 . 4 ^ 
$135,ySi 
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29. Neither the letter nor the financial statements 
mentioned the expiration date of the options (some of which 
were only months distant) nor conditions precedent. These 
conditions Included considerable governmental regulations for 
water^ sewage, lot division, and other zoning matters, which 
had to be satisfied before the options could be exercised and 
substantial financing which had to be obtained before any 
construction could commence on the properties If the options 
were exercised. 

30. In addition, the letter failed to mention that MD 
securities had never been registered with the Commission. It 
also omitted to state that from MD's Incorporation In January 
1969 to and Including the resuscitation of the company by 
Barrett, Levy, Hofftnan and Goff, MD Issued some 4,000,000 shares 
of Its common stock to over ICO persons. In September, In 
connection with the Infusion of Barrett's assets, MD shareholders 
authorized the autl orlzed shares to be Increased frcn 2,000,000 to 
8 , 000 , 000 . 

31. The August 15th letter was the only public Infor¬ 
mation disseminated by MD concerning xts business operations 
until the publication of the October 13 news release and the 
October 25th letter. During the period between these two letters, 
the over-the-counter bid for MD common shares rose from 1/4 to 

$5 per share. Ttie Commission's investigation indicates that the 
August 15th letter, irtxlch was widely distributed to shareholders, 
brokers and others Influenced this price rise. 


33a 



I 
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THE OCTOBER 25 LETTER AND OCTOBER 
13 NEWS RELEASE _ 

32 . The October 25 letter, which was distributed to 
shareholders, broker-dealers and others, described the MD 
properties yet it was fraudulent in that it omitted any mention 
of the several obstacles MD would have to overcome before its 
options could be exercised and properties developed. 

33 . That letter described developmental property in 
Red Hill, PenneyIveuila, and projected that construction would 
begin In February 1973. A letter issued March 13, 1973, by 
MD prior to the Commission lifting the suspension of over-the- 
counter trading of MD's shares Indicated that construction had 
not begun and that development was dependent upon financing, 

which could not be assured. 

34 . Also mentioned in the October 25 letter were the 


following statanents: 


We own 505 ^ of an option to purchase a large tract 
of land in Bass River Township, Burlington County, 

New Jersey ... on which we are planning to 
develop a new community under Title VII of the Federal 
Housii^ and Urban Development Act of 1970. As further 
developments occur in this massive and complex under¬ 
taking I will keep you informed. 

We also have an option to acquire 77 ground 

within 3 miles from the Lansdale exit of the 
Pennsylvania Turnpike, with 1700 feet of 
Pennsylvania State Highway Route 63 . Our „ 

is to build a planned residential development consisting 
of town houses, garden apartments, and single family 
dwellings . . . some 25 O units in all. 

However, this is contingent upon the successful 
achievement of zoning changes permitting such 
construction. Our application for these changes 
is now pending, and we expect to receive a yes 
or no by the end of Jauiuary, 1973. 


34a 






AFPIIAYIT IN SUPPORT OF MOTION 


In addition to the above, we have recently 
secured an option to buy 700 acres of groxmd 
In Burlington County, N.J., on which we plan 
to build a retirement community. Some details 
of this trainsaction are contained In the 
accompaunylng news release." 

35* These statements are false and misleading In 
that they did not Indicate the substantial regulatory approval 
frc»n zoning, sanitation, and other boeurds at local, state, and 
federal government and substantial ccmimltments of many millions 
of aoUars that would have to be obtained before any development 
of these properties could commence. 

36 . In addition, the expiration dates of these options, 
several of which were of short duration, were rot disclosed. The 
news release of Octobtr 13, 1972, spoke glowingly of the 
Burlington County property, but Indicated none of the obstacles 
to development. 

37. Devendants (sic) Levy, Barrett, Hoffmem and Goff 
participated In the preparation of the false and misleading 
reports attached hereto as Exhibits B, C, and D, and each of 
these defendant (sic) approved these reports for distribution 
to the public and authorized such distribution. 

THE DISTRIBUTION OF UNREGISTERED SHARES 

38 . The false and misleading letters and news release 

were widely distributed to brokers and dealers, some of which 
conducted an active market In MD shares. • 
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39. At th« center of this activity was Global, which 
from Septanber 8, 1972 to December 8, 1972 purchased 37,322 
shares at prices from 90 cents to $6 5/8. Of these 26,576 were 
sold to members of the public at prices from $2 1/2 to $6 5/8. 
Exhibit E details Global's pxirchases and sales of MD common 
stock. Many of Global's customers were solicited "blind" from 
telephone books eind other similar sources by Langenauer, David 
Langenauer, Oschers and Schneider. These customers were provided 
with the MD letters and release also told by Global and Its 
employees that MD shares would double In a short period of time 
and that the shares would reach a certain price. Global made 

no ln<iulry to ascertain whether the MD shares they were selling 
were ever registered with the Commission. 

40. Hodge, irtio owned one-third of a corporation which 
owned Global, supplied Global with $25,000 during October 1972 
to enable Global to continue to maintain Its support of MD In the 
over-the-counter market. In early September, Hodge had sold 
Global 3,000 shares of MD, Global's first acquisition of the 
stock at one-half the market price of MD at the time. Later in 
November, Hodge or hie ccxnpanles, Hodge Record Co., Inc. and 
Paramount Record Manufacturing Co., Inc. purchased several 
thousand MD shares from Global and thus aided and abetted 

the drive to push up the price of MD shares. Hodge's partici¬ 
pation in the scheme Is further described in paragraph 23, supra . 

41. In connection with this distribution, Carno, 
Mayflower and Fairfield made markets In MD shares, publishing 
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quotations In the Pink Sheets and supplying Global with the bulk 
of Its requirement. The participation of these brokers In this 
scheme Is detailed In Exhibits F, 0 and H attached hereto. These 
broker-dealers \dio maintained primary markets In MD failed to 
exercise due diligence In Investigating MD before trading Its 
shares. Among other things, such Inquiry would have revealed 
that MD shares were never registered with the Commission. 
DefenJants Nadlno, Clrello, and Brennan, traders at the above 
flnn, testified before the Commission's staff that they made no 
Inquiry whether MD shares had been registered with the Commission, 
and that. If they had known that MD had never registered Its 
shares, they would not have traded the stock. Furthermore, by 
their appearance In the Pink Sheets these brokers lent their 
names and prestige to trading In MD shares. 

42. These defendant traders stated that there was no 
reasonable basis for a $6 bid for MD shares. This bid, at 

the time of suspension of trading In MD shares, based on the 
number of shares Issued and outstanding and the bid price 
quoted In the Pink Sheets would have placed a $24,000,000 value 
on the company. Testimony of the traders Indicated that the bid 
reached a $6 level due to Global's demand for MD shares. 

43 . Ihe extent of each broker's participation In the 
Illegal distribution of MD shares Is specifically described in 
paragranhs 17 through 22, supra . 

44. While an artificial market for MD shares was 
maintained by Global's purchases and the company's false releases. 
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MD, by Its board of directors, sold 43,125 unregistered common 
shares to seven inirchasers for $33,750. These sales were at 
a substantial discount from the prevailing market price, and i 

there was no disclosure of these sales to sharrtiolders, brokers, 
or the public. They also arranged for the delivery of 960,000 
unregistered MD shares to Watson for an alleged private place¬ 
ment. 

45. Five Hundred and sixty thousand (560,000) of 
these these (sic) shares were personally delivered by Levy In the 
last week of October, 1972 to Watson in Florida. Approximately 
one week later 400,000 additional shares were mailed to Watson 
In Dallas, Texas. All 960,000 shares were prepared by the 
transfer agent at the ccaipany’s request as transmitted by Levy, 

In 5,000 share xxnlts registered In Watson* s name and bore no 
restrictive legend. 

46. Watson was to have offered these shares to an 
unidentified European purchaser who wanted legendless certificates. 
The price was to be 20 percent of the then approximately $5 per share 
over-the-counter bid. The company never knew the Identity of the 
purchaser or purchasers, and Its officers testified that the stock 
may have been offered to several persons while In Watson's 
possession. 

47. Over six weeks passed, however, the shares remained 
unsold and the company was \inable to recover them when the 
Commission suspended trading In MD securities to alert the 
brokerage community to the existence of these shares. 
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48. Watson Initiated the placement of at least 200,000 
MD shares In New York and 5,000 in Tampa, Florida in November 
1972 , An attempt was made to pledge these 200,000 shares as 
security for a loan at the Central Cleveland International Bank, 

40 Wall Street, New York, New York, but the bank refused to 
accept the shares as collateral. Watson travelled extensively 
aro\md the United States offering MD shares for sale or use as 
collateral for loans. 

49 . Levy*s Involvement In the violative activity Is 
pivotal and bears additional mention. Levy is the only 
defendant >diose relationship to MD spans MD's entire existence. 
Since MD's Inception In I 969 when Levy was a founder of the 
company, he served as an officer, director and counsel to the 
company. 

50 . As such, he had Intimate knowledge of and 
participated In over 100 separate sales of unregistered MD shares. 
He himself purchased MD shares for as little as a penny a share 
In 1969 and received additional shares as compensation for 

legal work on subsequent dates. 

51 . Levy also had Intimate knowledge of the company's 

past activities. Including the falltire of the company's 
business ventures and the fact that MD was a shell prior to the 
Infusion of Barrett's assets. Despite a first hand knowledge 
of these facts. Levy omitted to Include them In the company's 
letters and press releases to the public. 
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32. Levy had attempted to infuse Barrett's assets 
Into another shell, Canusa Holdings, Ltd. When that attempt 
failed, he guided Barrett to MD. Barrett testified that his 
purpose In back doorlng his assets Into MD was to avoid the 
delay and expense of registration of shares with the Commission. 
Barrett emd others have also testified that Levy helped prepare 
and reviewed the fraudulent company letters and press release and 
caused them to be distributed through the malls to shareholders 
and others. 

33* Levy also was the company's contact with Watson. 
Levy's legal opinion letters authorised the preparation of 
Watson's shares In certificates of small denominations without 
legend. On October 23> 1971 by letter to MD's stock transfer 
agent Levy directed the preparation of 360,000 shares In Watson's 
name and a subsequent letter of November 1, 1972 directed the 
preparation of an additional 400,000 shares. (These letters 
are attached hereto as Exhibits I and J). Levy personally 
delivered 360,000 shares Watson In Florida. He caused the 
additional 400,000 shares to be sent one week later by air 
freight to Watson, who was then In DflJ.las, Texas, despite the 
fact that the original 360,000 shares had neither been sold 
nor returned to the company. Levy testified that he was unable 
to learn from Watson the progress of Watson's sales efforts. 

34. As 8U1 officer, director, and particularly w.s 
counsel to MD, Levy should have prevented the false releases, 
sale of unregistered shares, and the Issuance of shares to 
Watson. Quite to the contrary, he participated Intimately 
In these events. 



apfieavit in support of motion 


55. In addition. Levy directed at least one Individual 
vrtio expressed an Interest to acquire MD shares to Hodge, who 
sold 2,500 shares to this purchaser. Levy also was familiar 
with Global»s sales efforts and knew of Hodge's loan of $25,000 
to Global In the fall of 1972. 

56. niroufihout the activity described herein, the 
phones, malls and conmerclal air lines were employed to disseminate 
the fraudulent letters and releases, to transport MD shares, 

and to purchase and sell MO shares. 

57. His conduct of these defendants demonstrates that 
they have acted contrary to the best Interests of the public, 
that they have violated the law, and should be enjoined from 
further violations with respect to MD seciurltles and any other 
securities. 

58. No prior application for the relief requested 
herein has been made to any Court or Judge thereof. 

WHEREFORE, plaintiff Commission respectfully requests 
that Its motion for a preliminary Injunction be granted. 

/s/ Roger M. Deltz 

TIWER iir DETTZ- 


Sworn to before me this 
18th day of July 1973 



Henry Wong 

Notary Public,State of New York 
No. 31-^388135 
Qu6kllfled In New York County 
Commission Expires March 30,1975 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 


-X 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

- against - 

MAI^AGBadENT DYNAMICS, INC., 

A. J. CARNO, INC., ANTHONY : 

NADINO, et al.. 

Defendants. 

- X 


JUDGE CARTER 
73 Civil 2642 


AFFIDAVIT IN OPPOSITION 


STATE OP NEW YORK 
C0UNT7 OP NEW YORK 


ss.: 


ROBERT BERKSON being duly sworn deposes and 
says deponent is the president of A. J. Camo, Inc. (CARNO), one 
of the defendants in the within action and makes this affidavit 
in opposition to the plalriolff's motion for a preliminary 
Injunction against defendant CARNO and defendant ANTHONY NADINO 
(NADINO), an officer of Carno. 

Deponent has read the affidavit of Roger M. 
Deitz in support of the order for a preliminary injunction which 
affidavit admittedly is upon information furnished to him by 
others and an examination of records presently in the possession 
of the Commission. 


42a 






1 


Affidavit In Opposition 

Deponent denies all of the allegations referred 
to in the complaint Insofar as it alleges any action by the 
defendant CARNO or NADINO, either singly or in concert, violative 
of the Secrutles Act of 1933 as amended and more specifically 
Sections 5(a), 5(c), and Section 17(a) thereof and Section 10(b) 
of the SecxiTlties Exchange Act of 193^ or Rule 10b-5 promulgated 
thereunder. 

Defendant CARNO commenced trading the securities 
of MANAGEMENT DYNAMICS, INC. in June of 1971, a period of at 
least one year prior to any alleged violations relating to 
the securities of MANAQH4ENT DYNAMICS, INC. All of the trans¬ 
actions in the secTirltles of that company executed by CARNO 
except for one sale as broker for a customer were made on the 
professional market in the same manner as all other sectirlties 
are traded by CARNO. 

No agreement, arrangement or other understanding 
of any nature or kind ever existed between CARNO and NADINO and 
any other person or entity insofar as the securities of MANAGE¬ 
MENT DYNAMICS, INC. is concerned. Except for an event which 
took place in September or October of 1972 no meeting was ever 
held between principals of CARNO or any of the other defendants 
with relation to the stock of MANAGEMENT DYNAMICS, INC. 

Some time during the month of September or 
October 1972 without prior appointment Mr. Edwin Barrett, William 
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Levy, a Miss Pauline Kirschenbaiun (a registered representative 
at the brokerage firm of Adams and Peck) and a third gentleman 
called at the office of CABNO reportedly to advise those firms 
which traded the securities of the company of new developments 
which alegedly occurred in the company. A brief 
discussion concerning the company lasted for some ten minutes 
whereupon all said individuals left except for Mr. William Levy, 
an attorney and officer of the company. Mr. Levy remained a 
few minutes longer than the others and then departed. During 
his brief stay Mr. Levy dlsc\issed the trading of the stock of 
MANAG£24ENT DYNAMICS, INC. and advised your deponent that he 
could be called upon should deponent require any information 
concerning the trading of the stock of MANAGEMENT DYNAMICS, INC. 

Thereafter deponent may have spoken on three or 
four occasions to Mr. Levy sub'^equent to October 1972. 

Defendants CARNO and NADINO did not enter into 
or participate in any scheme relating to the stock of MANAGEMENT 
DYNAMICS, INC. CARNO did not submit any fictitious bids or 
quotations to aid any violation of the Seciirlties Act nor did 
CARNO or NADINO utter or make euiy fraudxilent statements or 
sell knowingly any unregistered shares of MAI^AGEMENT DYNAMICS, INC 

It should be noted that NADINO has been a trusted 
employee of this firm. We took ail adequate steps to edu>'-ate 
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hlji ai to the potential liability he faced for acting in this 
BMmer and we thereafter relied on NADINO to use his best Judg- 
aent to follow the principles we tried to Instill In him. 

Howavar^ If ha acted Inproperly by trading the stock of MANAODCENT 
LfXHANICSj INC.« we believe that CARNO is not liable for any 
Improper conduct by NADZNO. We have been advised by counsel that 
CAJRHO should be exonerated under the recent decision of this 
Court in Securities and awhanxe Ccsanlsslon v. Lum’s Inc. CCH Fed. 
Sec. Bsp. f94, 13^ (U.S.D.C., S.D.N.Y., Sept. 13, 1973). 

Most inportantly, I wish to add that CARNO exercised 
that degree of due diligence required of It and maintained the 
records required by the Boles and Regulations of the Securities 
and Ocenission with respect to Its transaction In the 

stock of NAKAaailRT DYMANICS, INC. Moreover, as a broker-dealer, 
duly licensed by the Securities and Exchange Cononisslon, CARNO 
should be entitled to an exemption from the provisions of 
Section 5 of the Securities Act of 193^, as amended, by the pro¬ 
visions of Sections 4(3) and 4(4) thereof. 

We have also been advised by counsel that the 
extraordinary relief of a preliminary Injunction may only be 
granted upon a dual showing of probable success on the trial 
and possible Irreparable Injxiry. As noted above, the facts 
belle the plaintiff's claim that they have demonstrated a 
probability of success cn the trial. Moreover, due to the 
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large lapse of time between the date on which CAENO and NADINO 
made their last transaction In MANAOEMQIT DYNAMICS^ INC. and this 
date. It Is clear that there has been no showing of Irreparable 
Injury to the public. Consequently, the application for a pre¬ 
liminary Injunction against CAHNO and NADINO should. In all 
respects, be denied. 

WHEEEPORE, deponent respectfully requests that the 
motion of the Commission for a preliminary Injunction against 
CAHNO and NADINO should. In all respects, be denied, or In 
the alternative, that this matter be set down for an evidentiary 
hearing pursuant to Rule 65 of the Federal Rules of Civil Practice. 

/s/ Robert Berkson _ 

Sworn to before me this 
11th day of October, 1973 

/s/ Martin M. Frank 
Martin M. Frank 

Notary Public, State of New York 
No. 30 - 1299^50 
(Qualified In Nassau County 
Term Expires March 30, 1975 






AFFIDAVIT IN OPPOSITION 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

__ 

t 

SECURITIES AND EXCHANGE COMMISSION, • 

I 

Plaintiff ' 


73 Civil 2642 
Judge Carter 


-against- 


MANAGEMMT DYNAMICS, INC., 
A. J. CARNO, INC., 

ANTHONY NADINO, et al.. 


AFFIDAVIT 

IN 

OPPOSITION 


Defendants 


X 


State of New York ) 
County of New York ) 


S8.: 


ANTHONY NADINO, being duly sworn, deposes and 
0 

says: 

1. Deponent is a Vice-President in the Trading 
Department of A. J. Camo, Inc., and is one of the defendants 

named in the above-entitled action. 

2. Deponent makes this affidavit in opposition to 
the plaintiff's motion for a preliminary injunction as against 

defendant Camo and your deponent. 

3. Deponent denies each and every allegation of the 
complaint and in the affidavit of Roger Deltz, insofar as tVie 
same allege any action by deponent or by the defendant Camo, 
either singly or in concert, which in any way violated any of 
the provisions of the Securities Act of 1933,as amended, or the 
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Securities Exchange Act of 193^, or Rule lOb-5 promulgated 
thereunder. 

k. In June, 1971, while in the employ of Carno 

as a trader, deponent selected the secttrities of Management 
Dynamics, Inc. to trade on a professional basis. No person or 
any defendant named in this action, except for Camo, was knovni 
to deponent at that time. Annexed hereto and marked "Exhibit A" 
is a schedule of trades in the securities of Management Dynamics, 
Inc. made by deponent, for the period commencing June 9, 1971, 
up to January 1, 1972. As can be seen from said schedule, 
the securities of Management Dynamics, Inc. were purchased in 
the open market. So, too, is this information revealed in 
the motion papers of the plaintiff. 

5 , No agreement, arrangement or any other under¬ 
standing, or any nature of kind v/hatsoever, in any way influ¬ 
enced or brought about deponeht’s decision to trade the 
secui'itles of Management Dynamics, Inc. 

6, At no time, did your deponent enter into 
any agreement with any person or party, in any way, to 
distribute or aid in the distribution of unregistered securi¬ 
ties of Management Dynftmlcs, Inc. 

7 , All securities of Management Dynamics, Inc,, 
which were sold by your deponent, as the trader at Carno, 

were exempt from the registration requirements of Section 5 
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of the Secxu’ities Act of 1933> as amended, by reason of Section 
4(3) and Section 4(4) thereof. 

* I 

o* Deponent respectfully requests that the 

motion of the Commission, for an order of preliminary injunction 
against defendants Camo and Nadlno, should be denied in all 
respects, or, in the alternative, that this matter be set down 
for an evidentiary hearing, pursuant to Rule 65 of the Federal 
Rules of Civil Procedure, 

Sworn to before me this 

31 day of July 1979. /s/ Anthony Nadlno 

ANTHONY NADINO 

/s/ Martin M. Frank 
Martin M, Frank 

Notary Public, State of New York 
No. 50-1299450 
Qualified in Nassau County 
Term Expires March 30, 1^5 
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EXHIBIT A 


TRANSACTIONS INVOLVING MANAQatENT DYNAMICS. INC . 


Bate of 
Purchase 


Date of 
Sale 


No. of 
Shares 


Brokerage Pina 


6 / 9/71 


200 

6/21/71 

200 


6/21/71 

200 


6/21/71 

200 

6/23/71 

200 

6/23/71 

6/23/71 

200 


6/25/71 

100 

6/28/71 

300 


6/28/71 

300 


7/ 1/71 

100 

7/ 6/71 

7/ 6/71 

100 


200 


7/16/71 

200 

7/20/71 


200 


7/22/71 

200 

7/23/71 


500 

7/27/71 

7/28/71 


107 

200 

7/29/71 

8/24/71 


300 

100 

9/21/71 


^ 7 

10/21/71 


650 

10/27/71 

11/ 3/ri 

1000 

1100 


11/10/71 

1100 

11/11/71 


501 

11/16/71 


700 

11/22/71 

11/19/71 

1100 

4000 

11/23/71 

554 


11/2 V71 
12/14/71 

200 

300 


12/14/71 

200 


12/31/71 

1100 


Herzog it Company 
Provident Securities 
Delphi Capital 
Homblower Weeks 
Ken Marshal 
Raffels 

Estabrook it Co. 

Bache it Co. 

Delphi Capital 
Herzog it Company 
Herzog it Company 
Homblower Weeks 
Delphi Capital 
Bache it Co. 

Bertner Brothers, Inc. 
Thomson it McKinnon 
Bache it Co. 

Selhelmer 
Estabrook & Co. 

Delphi Capital 
Merrill I^ch 
Eastman Dillon 
Eastman Dillon 
Ken Marshall 
Ken Marshall 
Herzog it Company 
Raffel 

Friedman Mangor 
Eastman Dillon 
Bache it Co. 

Butcher it Sherrerd 
Elkins Morris 
Elkins Morris 
Friedman it Co. 


EXHIBIT A 
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ANSWER OF DEFENDANT WILLIAM N. LEVY 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NE\^ YORK 

.X 

SECURITIES AND EXCHANGE COMMISSION 

Plaintiff, : 73 Civil 2642 

- against - ANSWER OF DEFENDANT, 

: WILLIAM N. LEVY 

MANAGEMENT DYNAMICS, INC. 

WILLIAM N. LEVY 

EDWIN BARRETT : 

CLYDE GOFF 
EPHRAIM HOFFMAN 

PETER R. WATSON : 

GLOBAL SECURITIES, INC. 

ALLEN LANGENAUER 

DAVID LANGENAUER : 

BERNARD OSCHERS 
LEE SCHNEIDER 

A.J. CARNO, INC. : 

ANTHONY NADINO 
MAYFLOWER SECURITIES, INC. 

JOSEPH CIRELLO 
FAIRFIELD SECURITIES, INC. 

THOMAS F. BRENNAN, III 

SAMUEL D. HODGE : 

Defendants. 

.X 


THE DEFENDANT, WILLIAM N. LEVY, by his Attorney's 
LIPKIN, GUSRAE & HELD for his answer to the complaint of the 
Plaintiff, SECURITIES AND EXCHANGE COMMISSION, ("Commission") 
alledges as follows: 

FIRST: Defendant, William N. Levy ("Levy") denies 

each and every allegation contained in paragraph #1 of the 
Commission's complaint. 
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Answer of Defendant, William N. Levy 

SECCND: Defendant, Levy denies each and every allega¬ 
tion contained in paragraph #2 of the Commission's complaint. . 

THIRD; Defendant, Levy denies each and every allega¬ 
tion contained in paragraph #3 of the Commission's complaint. 

FOURTH: Defendant Levy admits the allegations contained 
in paragraph #4 of the Commission's complaint. 

FIFTH: Defendant Levy denies each and every allega¬ 

tion contained in paragraph #5 of the Commission's complaint, 
except that the defendant Levy, upon information and belief, 
admits that the defendant. Management Dynamics, Inc., 

(defendant "MD") is a New Jersey Corporation with its principal 
offices at 1524 Walnut Street, Philadelphia, Penn., that 
defendant MD has never filed with the Commission a registration 
statement pursuant to either the Securities Act of 1933 as 
amended, or the Securities and Exchange Act of 1934; that since 
September, 1972, the principal business of the defendant MD 
has been Land Development; and the defendant MD has received no 
income from this activity nor has the defendant MD ever reported 
a profit; that during October and November of 1972, the defendant 
MD sold 43,125 shares of MD stock to seven purchasers for $33,750; 
that on or about December 8, 1972, the Commission suspended the 
over-the-counter trading of MD securities; that the Commission's 
suspension release noted the rise in the bid of MD common stock 
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Answer of Defendant, Will lam N. Levy 


in August of 1972 through December, 1972; and on or about March 
21, 1973 ,1 the Commission terminated the aforementioned trading 
suspension. 

SIXTH: Defendant Levy denies each and every allegation 

contained in paragraph #6 of the Commission's complaint, except 
that the defendant Levy admits that he is an Attorney admitted to 
practice in the State of New Jersey, that his office address was 
130 North Broadway, Camden, New Jersey, that he has represented 
clients in matters involving Securities Law practice and that 

since the Incorporation of defendant MD, the defendant Levy has 
been Secretary, a director and has represented Defendant MD in 

certain legal matters. 

SEVENTH- Defendant Levy denies each and every alliga¬ 
tion contained in paragraph of the Commission's complaint, 
except that upon information and belief the defendant admits that 
the defendant Edwin Barrett ("Barrett") is and since September 
6, 1972 has been the Ihresident and Chief Operating Officer of 
the defendant MD: that the defendant Barrett's home address is 
815 Lukens Lane, Springfield, Penn., and that the Defendant 
Barrett presently owns over 2,000,000 shares of MD common stock. 

EIGHTH: Defendant Levy denies each and every allega¬ 

tion contained in paragraph #8 of the Commission's complaint, 
except that the defendant Levy, upon information and belief 
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Answer of Defendant, William N. Levy 


admits that the defendant Clyde Goff (''Goff') Is and since 
July, 1972 has been a Vice President and Director of the defend- 
and MD: that the defendant Goff resides at 131 Betton Street, 
Wrigley Park, Penn., and the defendant Goff owns approximately 
257,000 shares of MD common stock. 

^ NINTH* Defendant Levy denies each and every allegation 

contained in paragraph #9 of the Commission's complaint except 
that upon infoirmation and belief defendant Levy admits that the 

I 

Defendant Ephraim Hoffman ("Hoffman") is and since July, 1972 has 
been a Vice President, Treasurer, and a director of the Defendant 
MD: that the defendant Hoffman resides at 600 Wayfield Road, 

Wynnewood, Penn.; and that the defendant Hoffman o^\ms app. 229,000 
shares of MD common stock* 

TENTH; Defendant Levy denies each and every allegation 
contained in the paragraph #10 of the Commission's complaint, 

except that upon information and belief, the defendant Levy 
admits that approximately 960,000 shares of MD common stock were 

issued to the defendant Peter R. Watson ("Watson") and that the 
defendant Watson resides at 3140 Bay Shore Blvd. N.E., Saint 
Petersberg, Florida. 

ELEVENTH; Defendant Levy lacks sufficient knowledge 
and information to form a belief with respect to the allegations 
contained in paragraph #11 of the Commission's complaint. 
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Answer of Defendant, Willi am N. Levy 


TWELFTH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #12 of the Commission's complaint. 

THIRTEENTH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #13 of the Commission's complaint. 

FOURTEENTH: Defendant Levy lacks sufficient knowledge | 

and information to form a belief with respect to the allegations 
contained in paragraph #14 of the Commission s complaint. 

FIFTEENTH: Defendant Levy lacks sufficient knowledge 
and information to form a belief with respect to the allegations 
contained in paragraph #15 of the Commission's complaint. 

SIXTEENTH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #16 of the Commission's complaint. 

SEVENTEENTH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #17 of the Commission's complaint. 

EIGHTEENTH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #18 of the Commission's complaint. 
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Answer of Defendant, William N, Levy 


TWENTYFOURTH: Defendant Levy denies each and every 

allegation contained in paragraph #24 of the Commission's 
complaint, as each allegation may relate to the Defendant Levy 
and lacks sufficient knowledge and information necessary to form 
a belief with respect to the allegations in paragraph #24 of the 
Commission's complaint as they relate to the other defendants 
named in the complaint. 

TWENTYFIFTH: Defendant Levy, upon information and 

belief, admits the allegations contained in paragraph #25 of 
the Commission's complaint. 

TWENTYSIXTH: Defendant Levy denies each and every 

allegation contained in paragraph #26 of the Commission's com- 
plaint. 

TWENTYSEVENTH: Defendant Levy repeats, realleges, and 

reiterates each and every answer contained in paragraph "First" 
through "Twentysixth" of this answer. 

TWENTYEIGHTH: Defendant Levy denies each and every 

allegation contained in paragraph #28 of the Commission's 
complaint, as each allegation may relate to the Defendant Levy 
and lacks sufficient knowledge and information necessary to foirm 
a belief with respect to the allegations in paragraph #28 of the 
Commission's complaint as they relate to the other defendants 
named in the complaint. 
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Answer of Defendant, William N, Levy j 

NINETEENTH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #19 of the Coinmission' s complaint. 

Tl'fENTIETH: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #20 of the Commissi.on's complaint. 

TWENTYFIRST: Defendant Levy lacks sufficient knowledge 

and information to form a belief with respect to the allegations 
contained in paragraph #21 of the Commission’s complaint. 

TWENTYSECOND: Defendant Levy denies each and every all¬ 

egation contained in paragraph #22 of the Commission's complaint 
except that upon information and belief Defendant Levy admits that 
defendant Samuel Hodge ("Hodge") is or was an investor in a hold¬ 
ing company which owns or owned the controlling interest of the 1 
defendant Global Securities, Incorporated ("Global"); that Hodge 
or companies he owns or controls, owns approximately 100,000 
shares of MD common stock; that Hodge and/or his companies sold 
11,200 shares of MD common stock, and purchased 44,150 shares 
of MD common stock; that Hodge acquired 5,000 shares of MD 
common stock from Global at approximately $6.00 per share; that 
Hodge loaned $25,000 to Global in October of 1972, and that I 

Hodge resides at 6949 Sherwood Road, Philadelphia, Penn. 

TWENTYTHIRD: Defendant Levy repeats, realleges, and 

reiterates each and every answer contained in paragraphs First 
through "Twentysecond" of this answer as if more fully set forth 
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Answer of Defendant, William N. Levy 


TWENTYNINTH: Defendant Levy denies each and every 

allegation contained in paragraph #29 of the Conmission's 
complaint, as each allegation may relate to the Defendant Levy 
and lacks sufficient knowledge and information necessary to form 
a belief with respect to the allegacions in paragraph #29 of the 
Commission's complaint as they relate to the other defendants 
named in the complaint. 

THIRTIETH: Defendant Levy denies each and every 

allegation contained in paragraph #30 of the Commissions 
complaint. 

AS AND FOR 

DEFENDANT LEVY'S FIRST 
COMPLETE AND AFFIRMATIVE DEFENSE. 

THIRTYFIRST: This Court lacks jurisdiction over the 

subject matter of this action. 

AS AND FOR 

DEFENDANT LEVY'S SECOND 
COMPLETE AND AFFIRMATIVE DEFENSE. 

THIRTYSECOND: The Southern District of New York is not 
the proper venue for this action inasmuch as this action is not 
properly before this Court and the Plaintiff should have institu¬ 
ted this action against the defendant Levy in the Federal 
District Court in the District in which the said defendant resides 
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Answer of Defendant, William N. Levy 


AS AND FOR 

DEFENDANT LEVY'S THIRD 
COMPLETE AND AFFIRMATIVE DEFENSE. 



THIRTYTHIRD: Plaintiff has failed to state a claim 

against the defendant Levy upon which relief can be granted. 


AS AND FOR 

DEFENDANT LEVY'S FOURTH 
COMPLETE AND AFFIRMATIVE DEFENSE. 


THIRTYFOURTH; Any issuance of Securities by defendant 
MD which may have in fact taken place during the period alleged 
in the plaintiff's complaint, were exempt from the registration 
provisions of the Securities Act of 1933, as amended and the 
Securities and Exchange Commission Act of 1934. 


AS AND FOR 

DEFENDANT LEVY'S FIFTH 
COMPLETE AND AFFIRMATIVE DEFENSE 

THIRTYFIFTH: With respect to any statements, oral 
or written, or letters which may be attributable to the 
defendant Levy, the defendant levy believed after exercising 
due dilligence that such statements were true, accurate, and 
complete at the time which such statements were made. 
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AS AND FOR 

DEFENDANT LEVY'S SIXTH 
COMPLETE AND AFFIRMATIVE DEFENSE 

THIRTYSIXTH: With respect to any and all statements, 
oral or written, letters or press releases, which were made by 
other defendants in this action, other than the defendant Levy, 
which may have been misleading or with respect to omissions to 
state material facts which omissions may be attributable to 
defendants other than the defendant Levy, the defendant Levy 
did not know and in the exercise of due dilligence, could not 
have known of such misstatements or omissions. 

AS AND FOR 

DEFENDANT LEVY'S SEVENTH 
COMPLETE AND AFFIRMATIVE DEFENSE 

THIRTYSEVENTH: The Plaintiff's complaint contains 
statements and allegations which are highly prejudicial, and 
should be stricken from the complaint as such. included in such 
prejudicial statements, but not by way of limitation are para¬ 
graph Six (6) naming the defendant Levy as "the prime Architect" 
and paragraph Eighteen (18) alleging prior enforcement action 
against the defendant Mayflower. 
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Answer of Defendant, William N. Levy 

AS AND FOR 

DEFENDANT LEVY'S EIGHTH 
C0> PLETE AND AFFIRMATIVE DEFENSE. 


THIRTYEIGKTH: The action against the defendant Levy 
should be segregated and severed from the action against the 
other named defendant's. 

WHEREFORE: Defendant Levy demands judgment against 

the plaintiff dismissing the Plaintiff's complaint and judgment 
of costs and disbursements against the plaintiff, Securities 
and Exchange Commission. 


Lipkin, Gusrae & Held 
225 Broadway 
New York, New York 
Attorneys for Defendant, 
William N. Levy 
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AFFIDAVIT OF WILLIAM LEVY 


UNITED STAGES DISTRICT COURT 
SOUTHERN DISTRICT OH YORK 


SECURITIES AND EXCHANGE COMMISSIOI'f, : 


Plaintiff, 


- against - 


management dynamics, INC., et al.. 

Defendants 


73 Civil Action 
File No, 2642 (RLC) 


AFFIDAVIT 


STATE OF NTW YORK ) 
COUNTY OF NEW YORK ) 


WILLIAM LEVY, being duly sworn, deposes and says 


(1) I am an attorney, duly admitted to practice 
before the Courts of the State of New Jersey and make this 
affidavit in opposition to the motion of the Securities and 
Exchange Commission ("COMMISSION") for an Order of Preliminary 
Injunction. I have read the affidavit of Roger M. Dietz and 
am fully familiar with all of the facts and circumstances stated 
in this affidavit, except where indicated. 

'(2) The defendant. Management Dynamics, Inc. ("MD"), 
to the best of my knowledge and recollection became public by 
virtue of and as the result of a merger with Northeastern Ar.use- 
ment Rides and Services, Corp. ("Northeastern"), a publicly held 
corporation. The transaction with Northeastern occurred on 
approximately June 26, 1969, wherein, Northeastern exchanged 
80'i of its common stock for 100% of the common stock of MD. 
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A statutory merger was part of the trcinsaction and the name of 


I 


Northeastern, the surviving company was changed to MD. There were 
no new issuances of ND stock to any member of the public except 
the already existing shareholders of Northeastern, but i-’ather an 
exchange of the newly named MD stock for the old stock bearing the 
neune of Northeastern. In other words, neither MD, nor the under¬ 
signed received any money or any consideration from any of the 
recipients of the newly named stock. It was nothing more than a 
change of the corporate name. 

(3) Upon information and belief. Northeastern became 
public in 1965 by virtue of a stock dividend declared by Adson 
Industries, Inc. I had no connection whatsoever, nor to the 
best of my knowledge, did any person connected with MD have any 
connection with the issuance of Northeastern stock to the public 

j 

I by Adson Industries, Inc. which took place nine years ago. 

I 

(4) MD was incorporated under the laws of the State 
of New Jersey on or about January 3, 1969. At the time of 
incorporation, I, together with four other gentlemen was a 
founder of defendant MD. The par value of MD stock was $.01 
per share and three of the incorporators were issued Two-Hundred 
and Seventy-Five shares each and two of the incorporators were 
issued five shares each. This transaction to the best of my 
belief, was exempt from the registration provisions of the 
Securities Act of 1933 ("Securities Act") pursuant to Section 4(2) 
of that Act as a transaction not involving a public-offering. 
Subsequently, a stock split of 200 to 1 increased the number of 
shares owned by the original founders of the company. At this 
poiiit there were no other shareholders of MD, 
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(5) Th,ere appears to be no rule or regulation in the 


Securities Law requiring a registration statement when a company, 
whether private or public, changes its name. The mere fact that 


Northeastern may never have filed a Registration Statement in 
1965 is immaterial arid totally unrelated to the Commission's 


allegations regarding the undersigned. 

(6) The exemption available from registration regarding 

the above referred to name change is embodied in Section 3(a)(9) 


and is more fully discussed in the Memorandum of Law and Fact 
which accompanies this affidavit. The affidavit of Roger Diet? 
implies in paragraph "4" thereof, that registration is also 
required for MD under the Securities Exchange Act of 1934. This 
point is also discussed in the accompaning I^emorandum. 


(7) Defendant, MD, is not a manufacturing company, but 


rather a company engaged in land development which historically 
does not produce immediate income. Therefore, Mr. Dietz's 
statement in paragraph "4" of his affidavit that the company (MD) 
has realized no income and has not reported a profit, although 
true, does not give a complete picture of the worth of the 
defendant MD. The company does own real-estate and does own 


ODtions for real-estate. 

(8) In paragraph "5" and "6" of Hr. Dietz's affidavit 


he states that the CoiBaission suspended trading in MD stock for 


a varietv of reasons. This statement bv Mr. Dietz is not only 


misleading and contradicted by the undersigned, but is totally 
un:;uppv)t'ted, utt iubii tanti atrd and contrary to the Conunicsion's 


own t o I ('aye i'’f',.irding the suspension. Annexed hereto as Exhibit 
"1" is a copy of the SEC News Digest for December 11, 1973 (sic). 


together with a page from the SEC News Digest of March 19, 1973. 

Mr. Dietz, in his statement implies t hat the Commission discov ering 
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the alleged scheme, suspended trading in MD stock. The release 
uii the other hand and in narticular the March 19 , 1973 release 


states sre 


ecificellv " this susDcnsion '.-.’as reeuested b'.' the corr.eanv 


in order to permit dissemination of information concerning 
the company". (Emphasis added) In addition, the release of 
December 11, 1972 clearly shows that the Commission notes the 
price rise of MD stock but does not make it a reason for the 
suspension as stated in Mr. Dietz’s affidavit (paragraph "6"). 

(9) Hr. Dietz also states that the suspension release 
( December 11, 1972 ) indicates that "none of MD shares have 
ever been registered". This too is not born out by the 
December 11, 1972 release where the only mention of unregistered .. 
shares regards the privately held shares and not the publicaly 
held shares. Although this point is neither helpful nor harmful 
to either side in the case before this Court, it is further 
evidence of the Commission’s failure to properly investigate 
the facts and Mr. Dietz's propensity for exaggeration and total 
disregard for the facts as they truly exist. 


(10) Mr. Dietz further states in paragraph "6" of his 
affidavit that the price of MD stock rose from k in August, 1972 
to $6.00 in December, 1972. Mr. Dietz, later in his affidavit 
annexes thereto, statements of trading records of broker/dealers. 


These statements direcdy uj. ^ 

price of MD shares. For instance, on the next to the last page 

of Exhibit "F" to Mr. Dietz's affidavit, the records of A. J. 

Carno clearly show that the lowest price at which MD was traded in 
August, 1972 was h and that was only on one day. The other 









Drices range from 




per share- cr. A’-g’-3~ 


14 , 19 72 which is exactly one da.y prior to the first alleged 


fi-audulent '/.u letter. 


The records of other brokerage firr.s. 


which are annexed to Mr. Dietz's affidavit as Exhibits _ , G 
and "H" are equally unsupportive of Mr. Dietz's position. 

(11) The allegation in paragraph "7" of Mr. Dietz's 
affidavit with regard to the undersigned are basically true 
with two notable exceptions. The first, aside from the change 
of my address is that I do not specialize in Securities Law bui 
rather I specialize in Corporate Law which includes Sateurities Law 
In addition, Mr. Dietz claims that I am the "prime architect" of 
the alleged scheme. I deny the existence of a scheme, I deny, 
as will be shown later in this affidavit, knowing some of the 
defendants and after reading the Commission's moving papers 
can not determine the nature of the alleged scheme or my alleged 
involvement therein. 

(12) The allegation by Mr.. Dietz in paragraph "9" of 
his affidavit states;"since September, 1972, he (defendant Goff) 
disposed of several thousand unregistered MD shares". The alleg¬ 
ation is similiar in paragraph "10"of Mr. Dietz's affidavit with 
respect to the defendant Hoffman'. The implication that Mr. Dietz 
is trying to convey is that Gofl and Hoffracin sold the referred to 
shares to the public. The implication is not only misleading 

UUC Uii Ll'UC • XW Clio W wa. mjf IVl l WW W ) SiAW a. w a »w wwaa sa .a«• 

fact transfer 10,000 shares of MD stock. However, the transfer 
was to the undersigned who already owns restricted securities in 
MD and to no one else. Upon information and belief, th«' n.iin.* i;. 
leiiq for th" defendant Hoffman with th? exception of one other 


person who also already owned restricted MD shares. 
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(13) Mr. Dietz goes on to state that defendant V/atson 
vras enf^a-^ed to offer unre^istp'-''d shares of 

This a",air. is ur.trv.?. Ha‘"cnd-’nt '.-’atson '.>7as authorized to offer th. 
960,000 restricted shares of MD stock to his undisclosed 
principal, alleged to have been a European Institutional Investor. 
The certificates in question were issued to V/atson at his request, 
and upon his claim that he neeced the certificates to show good T- 
faith and the ability to deliver the certificates if in fact a 
sale was made to said European Investor by MD. It should be 
noted that the sale was not made and the securities were in fact 
returned to defendant MD and have been cancelled. 


(14) Mr. Dietz, further states in paragraph ”11" of 
his affidavit that defendant Watson was indicted for stock fraud. 
The implication is that Watson was indicted for some activity 
relating to the undersigned and/or defendant MD. Here too Mr. 
Dietz attempts to mislead this Court by the insertion of what 
is clearly irrelevant, immaterial and inflamatory allegations, 
whether or not true, which would more than likely be inadmissable 
in Court. To the best knowledge of the undersigned, M''. V/atson's 
indictment was well subsequent to the transaction claimed of by 
the Commission and bea s no relationship, directly or indirectly 
to any of the defendants named in this proceeding. 

(15) Although Mr. Dietz's allegation that the certif¬ 
icates issued to Watson bore no legend is true, Mr. Dietz's 
Exhibit "I" clearly shows that the transfer agent was advised 
by the undersigned to place restrictions on its books, signifying 
that the shares were unregistered and that it was the opinion of 

management that there vTas little risk in omitting the legend 
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”V/atson’s attempt to dispose of these shares were unsuccessful 
Since there is no indication in any of the Commission's moving 
papers as to ■■•hat thes; attempts consisted of, It is ir.ocsslt..l 
for me at this time to respond to said allegations except to 
state that I am unaware of any such attempts. 


(16) V/ith respect to the statements contained in 
paragraph ''12" thry '’23’’ of Mr. Dietz’s affidavit I can only 
say that I have met the defendant David Langenaur on one or two 
occasions and have discussed with him, in a due diligence 
concept, the history and operations of defendant MD. I have 
no other connection with defendant Global nor was anything 
discussed betv;een the undersigned and any other defendant named 
in this proceeding regarding the trading of MD stock. To the 
best of my recollection I have never met the defendant’s Oschers, 
Schneider, hadino, Mayflower, Cirello or Brennan.I did at one tim 
in late October, 1972, meet a gentleman who claimed to be from 
the defendant Fairfield but do not remer.ber the context of the 
meeting but am confident that it was related to requests for due 
diligence information. 


(17) In paragraph ’’19" of Mr. Dietz's affidavit he 
again attempts to confuse the issues and mislead this Court by 
referring to past administrative proceedings in wbiich the uefenda 
Mayflower was named as a respondent. It is apparent from the 
date of said proceeding that it bore no relationship to 
defendant MD or the undersigned. 
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(18) I deny ^my knowledge regarding the trading 
activity of anv of the named defendant broker/dealers and in 
addition deny any activity v;ith said broker/dealers in 
connection with such trading or the unsupported allegation by 

Dietz of a "fraudulent scheme". In effect, what the Commisr; 
sion is saying is "Levy is an officer and director of ^^D; the 
price of the stock went up; brokers and dealers traded the stock 
and therefore there %ia8 a scheme," This hardly constitutes 


proo f. 


(19) Dietz’s statement in paragraph 


"23" of his affidavit, I can only state that I am av/are that the 
defendant Hodge owns or controls approximately 100,000 shares 
(restricted) of defendant lID's stock, 

(20) Mr, Dietz further alleges a scheme, I deny any 
i 

existence of a scheee. In paragraph "24" of Mr. Dietz’s 
affidavit again he states that the price of MD’s shares rose 
from k in August, If72 to $6,00 in December, 1972, As previously 
mentioned, the price* quoted by Mr, Dietz are contradicted by 
his own exhibits, Mr, Dietz further alleges the sale of 43,125 
shares of unregistered MD shares to seven persons. Annexed 
hereto as Exhibits "2" and "3" a^e letters from two of those 
investors namely Morris Hoffman, brother of Efraim Hoffman, one 
of the defendants herein and Maurice Plir.er, These exhibits 
clearly show that these individnslR a-pp sophisticated, knowledge¬ 
able and of a class not requiring the protection of a registration 
statement. This point is more clearly defined in the accompanying 
Memorandum of Law.' The other five purchasers are as equally 
sophisticated. 


(21) If there was an artificial market for the stock 
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of MD* as stated by Mr. Dietz in paragraph ”25" of his arrita 


I was totally unaware of it. However, the Commission has failed 

to give the basis of ouch alleged artificial market and it is 
therefore difficult for ne to coirjr.ent further on the allegation. 


(22) In paragraph ”27” of Mr. Dietz’s affidavit he 
states that certain defendants engineered the infusion of some of 
Barrett’s properties in return for 2.7 million shares of MD stock. 
The work "engineered** is a further attempt to imply some wrong¬ 
doing where none exists. The releases and letters which were 
prepared did not speaX in inflated terms. Had Mr. Dietz read 
the letters he would' have seen that his statements contained in 

paragraph "27” of his affidavit are false. 

(23) In paragraphs "28”, ”29", "30" and ”31" of 

Mr. Dietz’s affidavit'h« atten^ts to convince this Court by 

implication, innuendo and absolute falsehood that the August 15th 

letter was misleading because it omitted to state material facts 

such as "made no mention of the Company’s history or present 

activities". The August 15th letter from MD which is annexed here 

to as Exhibit ”4" and which is annexed to Mr. Dietz’s affidavit as 

Exhibit "B” states as follows: 


" The results achieved by your Con 


'urin 
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Under the ahove stated conditions, with our 
publicly traded stock trading at a low of 5/8 on 
June 14, 1S72, I appointed Stephen D. Rosenfisld 
Esq. and Alan I. Aberman, Esq. as oirectors of 
tne Company to replace two directors who 
previously resigned. Messrs. Rosenfield 
and Aberman and myself, at a duly convened 
cir.-jctovs’ .T noting, approved a Private 
Placement of 550,000 in cash being conveyed 
to the Company from Ephraim Hoffman and 
Clyde H. Goff in exchange for 450,000 unreg¬ 
istered shares of the Company's authorized 
but unissued Common Stock. Simultaneously 
with such infusion of capital by Messrs. 

Hoffman and Goff to the Company, various 

major inside stockholders transferred to 1 

Messrs. Hoffman and Goff from their own i 

stockholdings in the Company's unregistered 
Common Stock. 

On June 15, 1972, Messrs. Rosenfield and 
Aberman tendered their resignations as 
directors of the Company in favor of Messrs. 

Hoffman and Goff. On such date, Mr. Hoffman 
was appointed Acting President and Mr. Goff 
was appointed Acting Treasurer of the 
Company. (Emphasis added). 


It can be clearly seen that the above referred to 
letter not only states the Company's history, (alleged by 
Mr. Dietz to have been omitted), but states it in such negative 
detail that one could only assume that the Company, prior to the 
infusion of Hoffman, Goff and Barrett's assets was an inactive 
public corporation (shell) in desperate financial shape. The 
majority of the remainder of Mr. Dietz's allegations are also 
directly contradicted by the August 15th release. 

(24) As can be seen from xhe August ib release, 
there is 'only one mention of the options about which Mr. Dietz 
makes statements of fraud. That mention comes in a footnote to the 
financial statements, and at that point in time constituted such 
a minimal portion of MD's total assets as to make any further 

mention immaterial. Mr. Dietz states that the August 15 letter 
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fails to r.ention that MD issued four r.illion shares of its comn’on 

stock. Yet the letter is clear in stating that 2,7 million shares 

would be issued to defendant Barrett (restricted) and 450,000 share 
had been issued to defendants Hoffman and Goff ( restricted ) . 




i’^olies, by its mere mention in paragraph "30" 
ncreased authorisaticn by MD from 


.•.U ■ 
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two million shares to eight million shares was undisclosed and 
illegal. This too is not the case as such fact was clearly 
described in the August 15, 1972 letter, and was subject^to 
shareholders approval on September 14, 1972, 

(25) In paragraph "31"of Mr. Dietz's affidavit he 


states in effect that between the August 15, 1972 letter and 
the Octoner 13th and October 15th letter the stock of MD rose 
in price from to $5.00 per share and that the Commission's 
investigation indicated that the August 15th letter was the 
cause of the price rise. Nowhere in the Commission's moving 
papers is there one scintilla of evidence, indicating that 
alleged cause and effect. Moreover, Mr. Dietz's statement of 
the price rise is not only inaccurate but is directly 
contradicted by the exhibits to his own affidavit. The trading 
ledgers of the defendant Global shows a price of ^2.50 per share 
starting with September 27, 1972 and rising in price to 
approxim.ately $5.00 on October 13, 1972 , the date of onr 
alleged fraudulent press release. Yet between October 13 and 
0ctober27th, two days after the October 25th alleged fraudulent 
press release the stock went down in price and eventually 
recovered to its $5.00 per share price. The price then increased 
to the $6.00 area in November, 1972. (See Exhibit "E" of 


I 


Mr. Dietz's affidavit). 
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The trading records of defendant A.J. Carno (Mr. ! 

Dietz's Exhibit "F") are conspicously contradictory of Mr. 

Dietz's statement. A.J. Carno's records show that on 
August 14, 1972, one day prior to the August 15th letter, MD 

stock was $3.00 per share. On August 16th, according to Carno's 

records, 100 shares was purchased at $4.00 and 630 snares were 

sold at $5.00 and finally 300 shares were purchased at $3.00. 

This could hardly constitute the massive manipulation implied by 

Mr. Dietz. In point of fact, Carno's records reveal that on 

August 17th, two days after the MD letter, alleged to be 

fraudulent, MD stock was priced at 2^ - 3, which was unchanged 

from August 14, the day prior to the alleged fraudulent letter. 

In other words, the price did not rise from but rose from $3.00 

per share. This act is totally disregarded by Mr. Dietz and in fa< 

replaced by a false statement regarding the market price which 

could only have been made by Mr. Dietz as an attempt to bolster 

his unsupported and unfounded allegations. 

(26) In paragraph "31" of Mr. Dietz’s affidavit he 

again shows his lack of pi'oper investigation and his desire not 

to inform this Court of all of the facts. He states that the 

Agust 15 letter was the "only public information disseminated 

by MD concerning its business operations until the October 

letters. It should be noted that on March 2, 1970 defendant 

MD filed with the Commission a notification Form lA, and 

offering ‘circular seeking an exemption from registration in what 

is commonly referred to as a Regulation "A" offering. Although 

it is true that an offering circular is not a registration 

statement, it is generally considered to be the same type of 

dioclosure document. The offering was withdrawn on March 3, 1970 

due to adverse market conditions. 73 * 
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However, the documents relating to the proposed offering are | 

public information and are available at the Commission's Mew York 

I 

C'lrice, the “ ame office which enploys Mr. Dietc. fne I 
offering circular, a copy of which is annexed hereto as 
Exhibit "5", clearly sets forth the history of MD and its 
background. 

(27) Mr. Dietz’s affidavit in paragraphs "32”, "33", 
"34", "35", "36’’ and "37" refers to the October releases of MD. 

Here too Mr. Dietz apparently has not read the releases as he 
claims they do not set forth the negative aspects and potential 
problems in connection with the proposed land development. A 
reading of the October 13, 1972 press release, annexed hereto 
as Exhibit "6" (Also, Mr. Dietz's Exhibit "B") states: 

" the option to buy is subject to the local communities passage 
of an ordinance that would permit the construction of the 
retirement community...as well as the State of New Jersey’s 
permission to erect a sewerage treatment plant." The October 25th 
letter, a portion of which is set forth in paragraph "34 of 
Mr. Dietz's affidavit clearly states: "However, this is 
contingent upon the successful achievement of zoning changes 
permitting such construction." It is inconceivable to me how 
Mr. Dietz claims that these releases do not indicate the 
regulatory approval needed. 

(28) There is no denying letters and releases were sent 
to shareholders as well as brokers and dealers. However, since 
they clearly set forth the negative aspects claimed by Mr. Dietz 
to have been omitted, it is impossible to determine what the 
undersigned could have done to comoel a broker or dealer to say 
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i 


I only those things referred to in the letter. The reference by 
IjMr. Diets to the trading activity bears no mention of mv r.a.r.e 

i! 

nor does it indicate °ithcr direct or indirect participation 
by the undersigned. In paragraph "42'of Mr. Dietz’s affidavit 
he claims that the Company, according to a $6.00 price was 
valued at 24 Million Dollars. However, it should be noted that 
there are only approximately 110,000 shares of MD stock which are 
freely tradable by the public. This would indicate a company 
valuation of not 24 Million but rather $660,000. 

(29) Mr. Dietz' implies in paragraph "47" of his 
affidavit that the Commission reacted to all of the alleged facts 
by suspending the stock of MD. Mr. Dietz has failed to state that 
the defendant MD requested the suspension. With regard to Mr. 
Dietz’s claim of defendant Watson's placement of stock, I can 
only say that I am unaware of any sale or offer to sell any 

of the shares temporairly held by defendant Watson. My impression 
is further bolsted by the fact that the shares in question were 
cancelled by defendant MD and returned to defendant MD by 
defendant Watson. There is no evidence given by Mr. Dietz or 
the Commission to substantiate Mr. Dietz's claim that Watson 
offered the stock throughout the United States. 

(30) As with many of Mr. Dietz's other claims his 
statement iix paragraph "50" of his affidavit regarding 100 

separate sales of unregistered shares of MD is unsupported by 
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the facts. Between February 24, 1969 and the present there have 
been approximately twelve different sales of restricted shares 
to approximately fourty-six different individuals. This includes 
the original purchase by the five founders of MD, including the 
f undersigned^which took place on February 24, 1969. In addition, 
so that the record may be perfectly clear, there were thirteen 
separate issuances over the same period of time to approximately 
fourty-four different people in exchange for services rendered 
to the company, including financial services, consulting 
services and finders fees. In addition, there were eight 
separate issuances over the same period of time to eight different 
entities as a result of various acquisitions. All of the 
aforementioned issuances of stock included issuances of legended 
restricted stock, stops placed at the transfer agent and investmei 
letters being signed by the persons acquiring the securities. Al! 
of the referred to recipients of MD stock had full access to the 
Company records and were so closely related to the Company or its 
officials that they had an intimate knowledge of the facts and 

circumstances surrounding the Company. 

(31) paragraph "51" of Mr. Dietz’s affidavit is again 

lUlrectly contradicted by the information contained in the various 

news letters and release. - - 

(32) Paragraph "52" of Mr. Dietz’s affidavit states: 

« 

"Barrett and others have also testifies that Levy helped prepare 

and review the fraudulent Company letters...". Although I have 

- 76a 




Affidavit of WillTam Levy 

not seen the testimony, it is my understanding there has beer, nc 
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'' t.';’-"‘r statin,", t'’'..'’.t th.. : ;r:■ i"nod rnviovrnd tba C"r.~'’.n/ 

(33) The relief requested by the Commission in its 
motion and in particular paragraph •'57” of Mr. Dietz's affidavit 
is of the broadest of scope. In fact so broad as to be un¬ 
conscionable, The Commission seeks an injunction based upon 
the unsupported allegations and totally contradicted statements, 
not only in connection with the securities of MD, byt any other 
securities. 


(34) As an attorney, I would be subject to irrepairable 
harm if an injunction was issued against me. This is 
particularly true is an injunction were to be issued upon the 
unsupported allegations of the Commission's staff attorney. It 
should be noted that Mr. Dietz's affidavit is not made upon 
information and belief but rather upon what appears to be 
claimed as first hand knowledge. It can clearly be seen that 

Mr. Dietz's affidavit is unsupported by the facts. 

(35) In responding to the Commission's motion I have 
only answered allegations referring to the more salient points 
and have not gone into a discussion as to why I have not conducted 
a scheme when it is imnossihlp for me to d,etermine '“'hat I did 

in connection V7ith said alleged scheme. 

(36) It should also be noted that MD stock has not 
been publicly traded since the date it was suspended (December 

13, 1972) even though the suspension was lifted in March, 197?. 
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Therefore, even assuming that Mr. Dietz’s unsupported alleg¬ 
ations were not denied and went unanswered, an injunction 


sh.culd net 


lie because the alleged violatio;is have iitt 


liklihood cf cccurrins. I’i-is is particularly tree since I an 
an attorney and would not condone any issuance of stock by 
defendant MD without adherence to the registration provisions 
of the Securities Act or the availability of the exemption 
thereto. 


'■>7 </ 

/ 

jotl HUD 

^ tj,« Vo'k Cc»-n'V C'- 
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WILLIAM N. LEVY 
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EXHtBIT 1 - COPY OF SEC NEWS DIGEST 


ScLUKiiitb ANL> EXCHANGE COMMISSION 
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il 


Was^ln?ton.D.C. 20549 
(i^jup :io. ’r-rj-j) 


t^**P*^*^ P? see O^*** Pwbli* 


FOR RELEASE 


A Dally Summary of 
S.E.C. Activltios 


PcecabT It. H73 


SEC ORDER CITES WALL ST. CORP. OF A»»riTM iv. er/- t... . 

Securr t T p. Exchppg. Act of I 9 & InColvln. St^t ^ •“.tnl.tr.tlv. proc,.ain,. u«a«r th. 

brok.r-d..lPr of m«l. Fla. Al.o na«d i"? "’Lr^ • * rnl.t.r.a 

stockholder, srd Thoraas V. McCaul (McCjul) vice-president and kh 1 ('^^erson), president and substaattlal 
.negation, of th. CoecUslon-. st.n tharRleUtront a"Ld Id p T* “P** 

A hearing will b« sch«ciuL«<! by fnrehur or4«r to tak« nm »km i> ... 


T RA^ S;-SPE.VD,:p IN :iA.NRCP!a.T r:r.A.>lTCS . Ib. sec ha. .ordered the roaporary ....pension of ov.r-the-co.:nt.r 


nuotvrs and were itsuiK: In th.' fol 1 .iwlnp. dcnonlnations 
Cortlflcstc No.. 

3.8H - 3599 
3670 - 1749 


Denoa'.netton 
5000 each certificate 
5000 each carilficste 


The company has Infornwd the Co.r.Uslon that these shares have been cancelled and are null and void. 
Fiirthcmore. thi' compan. has Instiuct:d Ua tranefer agent not to effect the transfer of eny of these 
shares. The conpany ha. Informed the Corsalsslon that It is attempting to recover the certificates. 

In addition, the romponv report, that of the 4,055,810 other conrson .harci ouC.tamling, 3,942,000 
are unreglstiTed. The Contil^.ion not.td t.ial tl.o price of Management Dynemtc. cornon .here, ruse froei 
approslnateU S.25 In Augu.t 1972 to a h'd of 6 on Decemher 7, 1972 and noted failure to disseolnate 
current edequetc Information concerning the financial condition and history of ths company. The certi¬ 
ficates mentioned In this rclca.s may he prearnttd for sale or a. collateral for loans. (Rel.34-9904) 

FOREIGN RESTRICTEQ LIST . Warden Walker Worldwide Investment Company (Warden Welker), Trafalgar Square, 
London, England, has been enoeglng In an extensive campaign hy mall from Ei^lnnd to investors In the United 
States to indues than to Invsst In Scotch whiskey warehouse receipt.. The entire program of offering and 
•rrenglng for the Inweetment, .uparvi.tng It, storlnp fh. whl.key, advising the investor when to sell, and 
hendllng the transaction of sale bv purchasing ths certificate of owner.hlp from the investor, is such 
that Warden Walker la sngsged In making a public offering of an Investment contract that Is a ancurlty. 

See Soeurltles Act Release. No. 5018 and 5245. 

Since this Investment contract It a security that la being publicly offered In the United States wiien 
no registration statement covering It ha. been filed under the Securities Act of 1933, and the offers and 
sals* are in violation of the provisions of Section 5 of that Act, the Coacisslon haa placed Warden Ualkar 
Worldwide Investment Company on ths Foreign Rasti.eted List. 

WAGNER NAMED ADMINISTRATIVE LAV JUDGE . SEC Chairman William J, Casey enncHinced the appolntawnt of 
Edward 8. Wsgnsr to ths position of Administrative Lew Judge of the Comlsslon. Kt. Wegner was AsslstiimC 


Director, Division of Corporation Finance. Mr. Weener Inlnrd rh« r« 


•irtlcr: stiff !r. 1962 s; s Epcctsl 


Counsel assigned to the Division of Trading and Markets and served in that Division until 1964 when he waa 
reassigned to the Office of General Counsel. He became Assistant General Counsel In December 19A7. In 
June 1968 he was named Asalstent Director, Division of Corporsts Regulation. Recently Mr. Wagner has 
presided over the Casntsalon's "Hot Issues" hearings. He received hit 8.A. degree from DePeuw University 
in 1943 and hit J.O. degret from Northwestern Law School In 1953. He la admitted to the Illtnola Bar. 
Before Joining the Conslislon's staff, he served as At.lttant Dean and Assistant Professor of Law at 
Horthwestern. 
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Exhibit 1 - Copy of SEC News Digest 


SEC NEWS DIGEST, HASCU 19. 19?3 Tag* 2 


TEADIW SUST-ENSION OF m;:ACEKENT DYVAKICS TERMirtATED . The SEC to^ey ennounced that at midnight 
March 21, 1973, the suspension of trading In the securlclei ot Minageaent Dynamics, Inc. will be 
taralnatcd. This tuapentlon wai requested by the company In order to permit dissemination o£ Information 
concerning the corporation. On March 13. 1973. the company distribute^ a letter to shareholders and 
others which prot'ldes current Information about the company, and Its history. (Rel. 34-100^*7) 


DEGSIOMl IM SDMIHISTRATIVE PROCEEDIHO 


LODES KOhflMAN SANCnOUCD. The SEC has suspended Louis Kornman, Milwaukee. Wls ., from association 
srlth • broker or dealer for" 90 days beginning March 26; thereafter he may not, without the prior approval 
of the CoosaUslon, have any authority or responsibility with respect to the back office or operations de- 
—rtaent of a broker-dealer or the maintenance of records lelatlng to Its capital. 

The sanction was baaed on findings thst during the period Eebruary-Septeober 1972, respondent, 
msldent of a broker-dealer, aided and abetted violations of reporting and record-keeping requirements 
^ fsllad to exercise reasonable supervision over others with a view to preventing such violations. The 
CosBlsslon's action was taken pursuant to an offer of settles-nt In which respondent, without admitting or 
denying the charges, conssnted to the findings and sanction. (Rel. 34-10035) 



HOLOIM 


MfAMY ACT RELEAIES 


; it":."!:.;" ”uS -:.4. 

■ad Massachusetts uas p Massachusetts business corporation to Eastern Gas and Fuel 

gas utility comp n . .j, _ coooanv Petitions for Intervention In opposition to the proposed sale 

AssocUtes. an exempt hoi ^ District of Massachusetts, the Association of 

I5in.!!^s2t« Stanley'u. Robinson*. Ill, a prospective bidder representative.(Rel. 35-17908) 

SECURITIES ACT RECISTRATIOHS FILED 

».Tvn.,TA TAX-EtEMPT gOMp-fUND. 

f units. The Fund was created ".st Company, the trustee. It will consist 

rtnt::;lst^;:rrrnr::nUU:i‘^X*t^ interest on^huhjs. in the opinion of -‘>|^;».-‘^^tairor”l: 

torles or possessions. (File 2-47266 - Mar 14) 

■ale <* J58.625 per share oaxlmua). (File 2-47267 - Mar 14) 

r>.t,„A.MCE coNsin.TA>rrs, r:c T.Z 

coenion stock. ICl was organlred by e nff,r*to Its coeison stockholders to -xchange ICt shares 

business of Well-«cl-ln. ^ ? *. .‘“li^anTo^hrrri^C. One Ulllla»*St.. has 

lor ;i!‘’o*f dtalers !^o lUrsi Iclt acceptances of the exchange offer. Well-Mcl-ln menu- 

lighting. (File 2-47273 - Mar 15) 

........CPCU. m - p.w. 

tfSCeresCs, to be oftered for ?^"^^u!^'*J^,^bers 'The Partnership was organlred to explore for 

j;;/...... .. ....... 

CriU 2-47275 - Hat 15) 

_ ... g . - c.a •>dS 9 f«rriicion ititement* with th« SEC seeking 

«TOnC »LASS FlLtUe int tOiiCWlilft »»•»% mk**.- eve.- - . - . g 

f.tUt^on of s.curitU. to b. off.r.d pur.u.nt «<>reUced pi . 

A«eo Corporation. Evanston. III. (File 2-47256) - 8.616 shares 

Syntax Corporation. Republic of 47 ^ 65 ) ! 100,000 shares 

i-«rwlfi yk»rtTMSL% InvfStori, Beverly HtlU, Cellt. ini« ^ » 

S. -•,l'“;,ire”2‘!52;,r’l8!oO ‘rhlres and (File 2-47270) - 4CK7,000 

Caterpillar Tractor Co., Peoria, III. ITH* ^ u/ros; , shares 

American Building Maintenance Industries, -''l05 OM^hlles *°*°°° 

Arrow Automotive Industries, Inc, Hudson, Mass, (F . 2-472 77 105.000 *n 

punned Marketing Associates, Inc. DslUs. Tex. (PlU 2-47276) 159.911 sh.re. 
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EXHIBIT 2 - LETTER FROM MORRIS HOFFMAN 

August 2, 1973 , 

• ^ * 

To Whom It May Comrenr:: ^ 

I hove^ cv'?r’ c TTurir^^rr of: yecrs^ taken a position in nany 
stocks ranging frcnz blu“ chips to those of a highly speculative 
-rature^ including- new tastuBg- and "over the coxxnters", I also 
maintain accounts with: seyemL. brokerage houses in Philadelphia 
and subscribe ta m any busdLnessr advisory services. 

X am a lawyer and. havet been admitted to practice in 
Pennsylvania. E ant £nmi I'in trwith financial reports. I purchased 
the stock of Management Dynamics, Inc. because my brother, Ephraim 
Hoffman, had an inveatraent: piosition with the company. 

I cm aware a£ -the; significance of "investment stock" and 
understood when I purchaned-the shares of Management Dynamics, Inc. 
that I would have ta holdi the stock for an indefinite period of 
time. An investment le t t er :- was signed at the time of the purchase. 
Also, I was given mi asaurance- as to when the stock might be 
registered. 

This investment represe nt e d a minimal part of my portfolio. 

Sincerely, 

Morris Hoffman 
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EXHIBIT 3 - LETTER FROM MAURICE R. PLINER 


Aatrust 2 , 1971 


To Whom It Slaj- Canosamr:: 

I have, ever a rrurhor of years, taken a position in many 
stocks, ranc-irg- frerrt blue chips to those of a highly spec- 
xilative nature.,, including new issues and "over the counters". 

I have also rrrairrtaijTed: aocounts with several brokerage houses 
in Philadelphiaand: have, subscribed to business advisory ser¬ 
vices. 


I am c urr e n tly Direartnr- of Security for one of the largest 
newspaper puhlisiring- companies in Philadelphia. Formerly, 

I was with the EhxLadalphia Police Department, and rose to 
the second highest: rank, in the department, before going on 
pension in 1959.. 

I was familiar with the; financial reports of Management Dyna¬ 
mics, Inc., because: ray friend of many yeairs standing, Ephraim 
Hoffmem, had been. in. an investment position with the company. 

• 

I am aware of the: significance of "investment stocks", and 
understand when r purchased the shares of Management Dynamics, 
Inc., that I would: have to hold the stock for an indefinite 
period of time. 

An investment letter-was: filed at the time of purchase. Also, 
I was given na assurance as to when the'stock might be regis¬ 
tered. This investment: was but one of many I hold in my port¬ 
folio. 

I have absolutely nor reservations about the integrity and 
good intentions of Ephraim Hoffman, and would, today or to¬ 
morrow, not hesitate ta involve myself in any enterprise, 
financial dealing- or any other matter that he.was engaged 
in or party ta.. 

Sincere, y, 

Maurice R. PT i.ner 


MRP/atc 
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. exhibit 4 - LETTER FROM MD TO STOCKHOLDERS 
. .. .DATED AUGUST .15, 1972 •. 



Aui’,UNt 15, 1972 


To Our GtocIc'noIfJers: 


llic rcsiilis acl'.icvcj hy your Companv tliirinj: Ihe bit two and a half years liavc b-bn very de.appoiu'.i.i’. For a 
mviltitude of rcasOiis. .ill of the Con pany's business veniures. includiii? those of its subsidiaries, and all of its 
acquisitions rcsiili-.d m Mibstaiitiai losses. Nour Company has been prinvirily inactive since last year v'lien the 
p.esi'jep.t and all of tlie dl^ee!l•..^. CNcei i myself. rcsiRiiert The fuijr.-aial sr.ujtvm dnrinc such tune was that the 
Company had l'.in;; lo.ins and aces '.l.••.s p.ivable of approximately SiO.UOO. with the only taiiftibla asset against sitcli 
p..yables hcnig a small p.ece of land m Canada with a v.'.lue ol appioxiinately S15.0.')T. 


Under the above-stated con.litiors, with our publicly traded stock iiadm;! at a low of 5/S, on lime 14, l';72.1 
?iiiioh>led Vli-nlii-ii O Rosciil'eld I s,i and Alin I Ah.'rnnn, ilso ilirretor^ of the Compinv to renlare iwo 

uit ^ w iv4t > Ml • I*, w • M iLu. •* V n i tviu aitu iiUl.t «ii.u im;» |l . 4t I uill V VOM^CKCU ill.V WiVH ) nice u«iw» 


eppioved a I'liv.iie I’beeincnt c.f S.it'.f/lJ m c.ixh being coiive>cil to the Conqi.iiiy ftoin I phraim llofinian and Clyde 
11. tieff in cxchjn;e lor dau.liCk) nmeeisiered shares of the Comp.'ny’s auihori/ed, but unisstied Conimc.n Stock. 
.Siinnl'.'nei Usiy, v.iih such ir.fus'on of »...pi!.il bv .Messrs. Iii-.i:niaii and Coiif to the Co.mpuny, vaiious major iir.idc 
stock>io!dcrs ir.iiisietrcd to .Me,.rj. Iloum.-'n and Goff from their own stoeklicldnii’s in the Company, an addnional 
I40,0C9 jlures of the Cumpatiy’s •inieaisteted Common Stock. 


0,1 June J .i. 19‘^2. Mess's. Ilosenficld and .Wernan tendered their tcsipr.itioris as diiectors of the Company in 
favor ol Messrs. llulVman and Gs>lf. On such date, Mr. llollr;;iti was appointed acting president .ind Mr. Golf v.v.s 
appointed acting treasurer of tlie Company. 

\Vc arc now happy to report itrat the status of your Company has sulutantially improved to the point where out 
prerent net cash. j.o.,;iii)n is a|'[jioxii;iaicly eo.ial lo out hahilities. 

On July 10. 1072. after a long sc.itch lot c p.-.bl-. n.int eemenl and solid assets, at a duly consened Hoard of 
Diiec^ors’ Meciine. tl.e direct ii> u:._r.:i.to'.i5l> s\>;ed lo acipjite speedied assets owned by Ldwm J. It.irrett twlueli 
asssls v.cie valued at S135.‘’5o, see enclosed “l iuan.ial Siaicinents' ) for 2.7C3,000 >lures of il-e Company’s un- 
rceistcred Coin'f..sn Slock sul'je..i u (at stockholders’ ratification of sucli stock issuance, and (hJ stockholders’ 
approval t'.i raiw the Company’s auihori/cd S OI pa* vaiuc Common Stock from 2.000.000 to S.COO.OOO shares. 

Although tliere can be no assurance that the acquisition of .’>lr Ikurett’s assets will lead to the development of a 
hif.bly suceeisft 1 company, it is tii-e Hoard's oi'inion tint not onU ate Mr. IJarreii’s assets of solid value to the 
Company; but, m addition, .Mr. liatreit has dvmonstraied the teqnuite lea.lersb.p cap.-hiliiy and rood business 
judgment to lead ;he Company to its anticipated poieiitnl of strong and sohd grow.li in boiit rexcnies and earumrs. 
I he ItoatJ urgCN vou, as a stockholder of the Co.i.nauy, to attend tiie Compaiq’s Annual and Special .SiocUiclders’ 
Meetn g (a coin to which Notice is e tcloiedf if it is iir.posMhle lor you to attend sucii Meeting, kindly im.-ncdialely 
fill out the enclosed I'ro.'v and i;fmed:.iiely mad sucii i’loxy to the Cornp.my. 






Ifi ‘ S' 
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EXHIBIT 5 - OFFERING CIRCULAR 
OFFERING CIRCULAR 


^'»^A^JAG1VJ2^JT DY^3A.''.'1ICS, INC. 

The representative bid and asked prices of the Common Stock In the r>Te^>tnwrt»in>..> market on 
1970 were S and S , respectively. 


Each unit consisting oi 1 share ol Common Stock (S.Ol par value) and 1 Warrant to purchase one 
share of Commrn Stock ct a price ol Z ior c period ol one year commencing one y^ca niter the 
date oi this Offering Circular. 


THESE SECURITIES ARE OFFERED PURSUANT TO AN EXEMPTION FROM REGISTRATION WITH 
THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION. THE COMMISSION DOES 
NOT PASS UPON THE MERITS OF ANY SECURITIES NOR DOES IT PASS UPON THE 
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OTHER SELLING 

LITERATURE. 


Although sold as Units, the Warrants and the Common Slock will trade separately. Prior to this 
offering there has been a public market for the Common Stock (see ''Price Range of Common Stock”). 
Prior to this offering there has been no public market for the Warr.uus; and there can be no assurance that 
such a market will develop. The price at which the Units are being offered to the public hereby was de¬ 
termined by negotiation between the Company and the Underwriter in relation to the over-the-counter 
price for the Company’s stock on the date of this offering. 


THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK 





UndarwrlUav Dlscouals 

-- 



PHc* lo 

CoramUilont ond 

Proceed* to 



Public 

ExpansM (1X2) 

Company 

Per Unit . 


s 

s 

$ 

Total . 


$ 

$ 

$ 


(1) The unJeiwriliDg coatraci proMiies that the Coatpany h.ia i'nK.iKL>i the I’niJerwritcr on a "Ite-t I'ftoits” tm^ij for a 
period of ninety days from the date hereof (which peno<l may be extended by miittial consent for not more than thirty 
additional days) to sell ICW.UOO Units to the public .\ccordmKly. Ic.-is than all of the Units olTered hereby may he sold 
nnd there can be no osaunince that any of the Units will be sold. If all the Unila aie .sold, the Un.lerwriter will receive 
the commission stated above and a non-arcountable cxp*‘n.<e allowance deacrilied l>olow. If Icvi ihan all the Units are 

rolJ, the aggregiitr commissions and ox|)en?e allowance p.ayable to the Underwriter will tie pioiiortionaiely reduced. ' 

(2) Includes up to 8 (S per Unit) payable to the Underwnler os a tion-accountable expense allowance in pro- 

, portion to the number of Units 'old, but does not include additional signifieant iinderwritin* eoinpen-.iiion. Ihroiifch the ' 

s.\le to the Underwriter and it.' de'ignei'. at $01 earh, of five-year warrants to purchase, in proportion to the numl^r 
of Units sold, up to «h.xres of C'unimon Stock at S per share, and other roncession.' «iirh as indemnification 

and preferential rights to future financings. For specific information concerning alnive, .'rx* “Undcrivriling". V. 

The shares offered bv the Underwriter are so offered when and if accepted and rcceiveri hv the Underwriter, subjeet 
to prior sale, withdrawal, cancellation or modific.xtion, without notire and the approv.xl of M.'«r .Morton Schimmel, 
counsel for the Underwriter; and Messrs. Levy and I..icklman. coiin.'ol for the Company. 


E. L. AARON & CO., INCORPORATED 

15 William Street 
New York, New York 10005 


The date of this Offering Circular is , 1970 
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THE COr^ANY 


Manageinent Dyrjiiiioa. Ino. 

Ni;rt- Jcr.'cy on J;i-niary I'. -'' 'r'. 
financial coiiaiiUin^ scrviics u* 


(' 


.Ill) Hi 
P.\ 


V. .li :r.oo’.iio;atc'.t 
r 


u’liler till’ lu'-va rtf the .''•ate of 
\>:'s •■■-r.i'f)!.-:;' i to ’irovi'lo iisarsa.’r.f .’.r.'i 

hnaucial coiiiuuin- =crv;cc. u. ..... . . . ■ .tKa:;nia! On .!ui;o 'he Co;;i- 

pany merged with Northeastern Amusement Rules A: Services Corp., inactive public company with 
So Lets and approximately 1,400 sl.archoWer^ (see ‘ Certain Material Transactions ). Management Dy¬ 
namics Inc remained the surviving corporation after such merger. The Company has formed the follow¬ 
ing three divisions: Printing and .\dvertising Services, Leisure Time, and Food Distribution (see Business ). 
The Company also has commenced an acquisition program. 

The principal offices of the Company are located at 130 North Broadway, Camden, New Jersey, 08102. 


INTRODUCTORY STATEMENT 


Risk Factora 

The securities offered hereby are speculative in nature. In analyzing this offering, prospective inves¬ 
tors should carefully consider the following matters. 

1 There is no firm commitment by the Underwriter to purchase any of the units offered hereby; 
and accordingly, there is no assurance that all of said units will be sold. To the extent that a significant 
amount of such units remains unsold, the Company’s future operations may be materially unpaired. 

2 No provision h.as been made for the return of any part of the proceeds of the sale of the units of¬ 
fered hereby in the event that any part of the offering remains unsold. 

3. The Company, although public, is essentially a new venture and has a limited operating history. 
There is no assurance that the Company can operate profitably. 

4 Even though there is a present market for the Company s Common Stock, no assurance be 
imule that even if the offering is successful a ready market for tlic warrants offered hereunder 

velop The offering price of the units has been determined by the I nderwnier and the Company accord¬ 
ing to the existing over-the-counter quotations for the Company’s Common S'tock. 

5 The Company is involved in litigation resulting from its merger with Northeastern Amusement 
Rides &. Services Corp. (see "The Comp.any" and ••I.Uig;ition’’l. There is no assurance that additional hti- 
cation due to the activities of Northe.istern Amusement Rides k Services Corp will not be brought 
apinst the Company. As of the present date, the Company’s management has no knowledge of such ai - 

ditional litigation. 

fi If the proceeds of this offering arc not sufficient enough for the Company to exercise its option 
lie bSilT ol Morris Klkif* Son, Inr. for its Food Dis.ribu.ion Uiv,.,on rh. Company w 
forfeit all option payments (see "Use of Proceeds" and "Business-Food Distribution Division ). 

7 Until sufficient revenues are generated from the Company’s operation part Proceeds of the 

offering may be required to pay the salaries of the Company s management .and emplojees. 

8. The Company’s future operations may require additional financing and there can be no assurance 
that this can be obtained upon terms satisfactory to the Company. 

9. In view of the Company’s anticipated financial needs, it is not expected that any dividends will be 
paiil in the foreseeable future. 

10 As long as the warrants included in the units and the warrants issued to the Underwriter remain 

10. AS long as ine .hereof are given, at no cost, the opportunity to profit irom a rise in the 

outstanding. ( ) p fornmon Stock if anv with a resulting dilution in the interest of the then 

market pr,o.onh.Cpmp.n,.(:«m^ ..Id.. 

Si'wduS- "SiAl’ if 't SL?* Sod! for^th, „urp„„. „f if. b„.i.«, -Cd.n.n.ing",. 
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11. Wi r.i' t:u- 

.U„, , . .. . . .- 

oV 1933 ainc-cJ'-- i"* *' . ... irr.uit-. •''u-i. •••'vit..;' Act 

lfduVr.V"o'“p-id «.d xanant, an, o«rc.aab.e. 

It »U of Ih. aba^-a of 

“’"'po' S'r‘ ‘■’r/'"'"'"--"a"." BaS up.n ^h. oat UPtiWe 

SaS.o“ a”nd l,ereby°, .and such pu- 

rsurabr.rri3r:rut^^^ r»r:rrru:cn..cuc,.. 

chasers will unmediutely .u=.t vcir eleven (U) n'oulh period, 

of 5 share. 

, „,a r "p“>o .be cu,„pau>- L’S 




•••1 


.. ,..o .pahfed ru.-« n;,,t=-rf?"’Tc' 


ire 


(P 


. -..i •H -'iir.t .. 

..■•.„.i'io.i or r;-o.:k i-^uable upon 

v.'.iien .ri '•■•' . .. .1.. . -1 .,;vn;ire ani n'-o 


ith 

If all of the units and piTrposes: 

000 after deduction of t ...oDOxes to applv such net proc.t » ncauire Morris Elkis & 

S offering. The Company ptopo>es 1 Company’s option to „( Morris 

Svbion”». unresulcrcd sbaje.;^^ S;;'h 

2. Approximately i^eafood Company <rce U'l-inc \,\oTn6 Klku- A Nin.. 

IOC H. K. 

"i ^ffd°1ref ••Bu^S;rPnMm"^ a"d" .IV" rtSng Sm-kes purposes of the 

Visuals, Ltd. (see uu $58,000 will be used for general 

4. The balance r .u^ Company’s officers. u . ,v,'r«» to be exercised, the Com- 

Company, includ.ns salani conjunclioi, »itb Ibc units horeb> ■ uhsl cxl^ 

It all ol Ihc Tb. Company canno dc^b' "' ,,, „,,d 

pany .ould receive an addiUonaU..., ,, „„,, from Ibe eaerer 

t ,, .be pnrebare ol Ibe uniU Soft 
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items 1. rind 2. Ti’.ere i* in- i-.initii- in-r.' tv-twci-n t!u- CniMpaiiy and tiie L i.fierwritor inovidin'Z tor ;i‘tiirn 
of any proceeif-i resul'inr, ir irn '-tie oi 'ii- units ( iin'ed licn-hy in nin ovor.r tli-i-. -.ii-' entire o!;.vinz i' nr 
‘old 'To the extent tin.: .un.;- .u.- ;.)i .■u:r ';...y n.-i-.i :or the .-.lu;’.;ue;; i. ... a nurooM s. i.icy m.iy n.- •.-•m- 
porarily invested in certihcates of deposit, short terra govermiieut obligations, or prime paper. 

CAPITALIZATION 

The Capitalization of the Company as of the date hereof and as adjusted to reflect the sale of the units 
offered hereby is set forth below: 


AboobI 

Aut)iorti»d 


Amount 

Ontalandlnq 


Amnaal la 
ba Outolonaiaq 
11 oU tJslts 
oHorad borobx 
CT* lold 


IOC ,000 WtS. 


100 , 000 ( 2 ) 


Tlllo o( aoM Autbortiod Outotandlng Or* loig 

Common Stock ($.01 Par Value) 2,000,000 shs. 600,750 shs.(3 1 706,750 (1) (3) 

Common Slock Purcliate Warrants exercisable for 

a period of one year commencing after one year _ .nnonn/oi 

from the date of this Offering Circular 10C,000 wts. None 100,000(2) 

(1) Dom not Include a maximum of 100.000 ib.res reserved for I auanoe upon exercise of warrant, included In the 
' * unit. oBered hereby, and . maximum of 10.000 shares reserved for Issuance upon exercise of w.rranu to oe Is- 

aued to the Underwriter pursuant to the terms of the Underwriting Agreement. 

(2) Does not incKide a maximum of 10,000 wurrsnte lo he issued to the rn.lerwnlcr piirm.snl to the terms of the I n.Iet- 

t3) Dwf not'i^luar. maximum of 70.000 shsres re>erved for ivsUBnee to former IL .'’•■‘"“I'ohUm- 
Ing certain earning Incentive level, (see Business-Printing and Advertising bcrviies Division ). 

PRICE RANGE OF COMMON STOCK 

The Common Slock of the Company is traded in the over-^he-countir market. Ihe following table 
sets forth the reported high and low bid prices for the Common Movk for the periods indicat^ as reported 
by the National Quotation Bureau, Inc. These quoUtions represent prices between dealers, do not include 
retail mark-up. m.ark-ilown. or comiiiissions. and may not represent actual ir.ansactions. 

19t9 Partnd 

1st available to f>optember 30. 1969 . Vi 

n..oflnr . ** - 


1999 PMtod 


1st available to f>optember 30. 1969 
Fourth Quarter • 


1970 Parlod 


First Quarter through March 2, 1970 Iv-t 

^ J 970 t)ve high and low hid prices in the over-the-counter market were $ 
and $ , respectively. 


BUSINESS 


^ The Conmanv which has only recently commenced active operations has formed the following three 
divi ions' Printing and advertising Services, Leisure Time, and Food Distribution. .\s of the present 
KnVh ihi Pr.r.tii!" Pnd A.lvorLps S^rvicos -nd th. I ei.nr. T.n,. nivi.mn. bav. con,n..nc^ nn- 
erati’ons The Food Drstribulion Division will become operable if the Company is able to cxerc.se its 
rptlr, in conSon ti,o,c....l, («e -Food D„.nbu.,on Divi-ion"). In n.J,I,t,„n th. Co,„p.,ny pinn. to 
continue to pursue it.* acquUition program. 

PrirUinif atul Advertisinf Services Division 

On December 30, 1969 the Company in exchange for 70.0^ shares of its York*^^'^ 

acquired all of the corporate stock of H. K. Visuals, Ltd., 3a0 Hud.-on Stre**», New ’iork. New Y rk. 


88a 









Exhibit 5 - Offering Circular 


. 1 iri-o .V ^ h IS ■■'’rfCil lu rr:uisu‘r >ii> to ^ oi 

During ihe lO.D. l.».l .m l ‘^ 'f,of H. K Vi-.u;i’s. Kt-l. h;is';'l 

70,000 additional .-! .iros ni ‘k Vi’.'Ku^. Ltd, u.vi-ioii o: o ria.a ii-t pioiii 

™ “.OornuU^Snerin'U.e D«e.nber 30, 1009 «o.k-lor-.«.ek .«re.a«« th. 

Company aad H. K. VisuuU, Ltd. 


ipany aau ix, xv. * -- — , u- rv ‘ 

„. K. VUU»„. I-ld.. ,s . «r™ en0..ea ^ 

It offers, in addition to tlie above f ""f' U na acencies and their dicnts. H. K. Visunls, Ltd. winch 

merciala for utilization and promotion by ^ ® ^ Production on a bid basis. This Dinsion of the 

S1«n6.“ grUrh^'an/S” m« ol which have sect., financial rcourcc. than nacll. 


• range oi griipm^ - -- - • o » 

„. K. Vianala, LU. which dependa ^ i',ock"H.'K: 

Eugene Block, is in the proces.s ol f m, Mj. Block for tlic three year period cominenc- 

Visuals, Ltd. has signed compensation of 

ing January 1, l‘J70 ;ee^^^ Mr. Block is to receive an incentive bonus 

not less than five hundred r o"‘‘" Visuals Ltd in excess of $35,000 per year for each year such 

of 257o of the after tax earnings of H. K \ employment contract with Herbert Km- 

cmnloyment contract. II. K. \ isuals. Ltd. n R K'« ..off is to receive not less than three hundred dol- 

Ta comLnens J.nn.ry 1 , 19 ™ “‘''^ 1 ’'„ I « be l» ""1 

la,a ($ 3 .«) P 7 "“'‘,1 Stele »vcr aU three year period. 

Management Uynaimcs, Inc.s unregisiereu v. 



the physical assets auu bv.-. . -- ^«<c note oblizat on to Leisure lime Lnieipiistis, ....... -- 

S vnocl.nd Health Club >“' ■ “"I »';5f LcUure l>nc Entcrpr,.ea. 1.10,. ^ ' 

^"«S''tppro'am.«tely i°"''Y"c‘‘''l»r?5w'S s'sflyTHomThc cSaov.'at no interest, to 


... ased ns-workin, cap...!; a, .. J’, ' its Co,...non Stock at 

Leisure Time Enterprises Inc. -^/parties connected with Lcisuio Time Enterprises. Inc.. 

SOI per share to officers. of Manage i.ent Dynamics, Inc. Lebure Time Enterprises. Inc. 

Hr^o 7o'i?H?S3fS “n?s'"cri°n' S*at S,3,. a .'hare to 93 private .nvestors. 
naa aLO ^ mi>n find woinen. t 


1 M 14^^34 OI U5 ^uiuuiwii kjvvviw — 

;r.helVi;.inkboro and V,ne,and spa. Oder l^ate 

latnibS pkl-Hra! 519'.. te ?»!»;"» “J,'.“™Vspflon°ite an eaereise room o, „....■■ksionr.. lockers, 
Ih. same bane edf-P'"'" “ ,ieas, sauna and d-T-heatiuB room and steam roe.n. 

showers, .htrlpools, hath, ultra stolel . _ 


prises Inc.^to open one-two additional spas m 19 . 


a. Inc to open one-two addiuonai ep« 

ln^lo?S“!: OmSr.inVT.:;-a' ^ 
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i.nitructrcsscs-S i pari-tiiiic-Si, and cl>:iic;u and .idm;n;>lrati\c-2. 'rrair.cra and instiiictrci.-e' have not 
rocpived any proter.donal tr.'.inir.j other t! an the trainnv^ piovi.lid hy the f’o:npnny. 

The Vineland ;Spa whica consiats oi 4,UOU square leet id located in the Sears & Roebuck Shopping 
Center, Route 47, Vineland, New Jersey. The Company pays a monthly rental of $700 on a lease which 
runs until May 30, 1978. 

The Willingboro Spa which consists of 3,000 square feet is located across from the Levittown Shop¬ 
ping Center, Willingboro, New Jersey. The Company pays a monthly rental of $500 on a lease which 
runs until December 31, 1973. 

In the two areas where Leisure Time Enterprises, Inc.’s spas are located, Leisure Time Enterprises, 
Inc. competes with a number of other health clubs, weight reducing studios, YMC.V’s, regional downtown 
and country clubs, and other organisations all of which provide programs and facilities for maintaining 
physical fitness. Most of these other facilities are larger and have far greater financial resources than the 
Company. 

On February 27, 1970, Leisure Time Enterprises, Inc. acquired a 607° interest in Leisure Time Pools, 
Inc., a recently formed Delaware corpo.'ation which was formed for the purpose of selling retail residential 
swimming pools. Leisure Time Pools, Inc., has just recently commenced selling activities in the Dela¬ 
ware Valley Area and there is no assurance that the Company will be able to generate any significant 
profit in the near future. 

Food Uistrihutiun DicUion 

The Company intends to initiate operations in the wholesale distribution of fish and seafood, frozen 
foods, frozen meats and grocery products through the acquisition of Morris Elkis k Sons (“Elkis”) of 
Woodbury, New Jersey and Herb’s Seafood, Inc. ("Herb’s”) of Mt. Holly, New Jersey. The Company 
will use the proceeds of this offering to aequire Elkis and Herb’s (.-ice "Use of Proceeds"). 

The Company has agi^eed to purchase the assets and inventory of Elkis for a cash payment of ap¬ 
proximately $140,000 and a ten (10) year Note in the amount of $213,000 secureil by a first mort¬ 
gage on the real estate of Elkis with a’term of ten (10) years; interest on such mortgage to be at 
per annum. The Company has given Elkis a .?.j,000 depo.ut against the purchase price to enable it to 
have an option on such purchase until April 15, 1970. The Company can extend such option until Novem- 
'ber 15, 1970 by the payment oi an additional $5,000 by the 15th day of each month on the extension 
period after .April 15, 1970. If the Company defaults on the exercise of such option, Elkis has the right 
to retain all deposits paid by the Company as liquidated damages. Elkis’ inventorx- is to be purchased 
by the Company on the date of the exercise of its option on Elkis’ capital .stock. Such inventory shall 
be purchased at its cost to Elkis which, according to best estimates, will be approximately $50,000. 


mon biOCK and in casn. ror me cunsiueraviuu yi oi.vu iiciU9 1103 ^loiivcu All 

the Company; the exorcise of such option is contingent on the Company’s con.^umation of the acquisition 

of Elkis. 

Both Herb’s and Elkis distribute food products to restaurants, wholesalers, and retail establishments 
in the South Jersey areas. If Elkis and Herb’s are successfully acquired, to obtain operating efficiencies, 
it is the Company’s intention to merge Herb’s operation into Elkis. 

Acquisition* ’ / 

On August 5, 1969 the Company exchanged 30,000 shares of its Corhmon Stock for 100,000 shares of 
Electro-Dent, Inc., a Delaware corporation which had been incorporated on July 25, 1969. The Company 
as of the present date owns approximately I67c of the outstanding stock of Electro-Dent, Inc. 

Electro-Dent, Inc. owns the patent rights to a dental handpiece incorporating a miniaturized electronic 
generator into the handpiece of a standard dental turbo drill. The Electro-Dent, Inc. drill utilize.s minute 
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, , th.- till O' tl’.o 'irill atul tluMi to ;i tooth'a neive.i iia thf 

uinounU) of Liirnnt lU-livoita or -a' in iiviny instances. T’ac Veterans Ad- 

aneatiios'.zing nucr.i, , t.i_ -J -I lirtro-Dcnt, Inc. drill tor tluv.' years ana 

S'=; „,e^.l, 

OpO«ob.r3, 1969,lh« Comp»n)-purch.^ 40 .om o^ l5j 5,, 

■"' Th" pa.d * 10 , 0» for » OP'^" '» 

Still'.'»™‘"" "" 

option. 


Competuion a ...wf in its acauisition program will ermpete with many much larger 

,PU lubW-S\;SlSS\t;riiS-: pr..,.or .b.b are bvan.b.e lo Ihb Company. 


description of common stock 

The authorixed capital stock of.the ^ 0 ^-" 

SOI per share. The following description of . .Og ('ompanv’s Amended Certificate of Incor- 

a„T«.,n ...^ a. ablab lb. Can. 

dared by the Board of Direc ors. a. „avin 2 dividends in the foreseeable future. 

the Company has no present intention > ^ i-ntitled to one non-cumulative vote 

Voting lUghu. Holders of shares ,„eans that the holders of more than oOfo o 

on all matters. With ‘^","^\Viiectors of the Company if they choose to do so. and in such even 

the shares voting may elect all of • unahle to elect anv of the directors. 

the holders of the remaining shares dissolution or winding up of the Cmnpany the ho de, 

of ibiilbit'oTcommin S?.ll:Vrr..,m,U.4 .o ;b»,o’n,>ubly in nil of .ho n...o.n of ,he Con,pony nnn, . . 

,n.onb. to tnrni* Its ,toobb„Mn„ ni.b nnonni tepo, 

including certified financial statements. 


’“to" Brobcr Snnv.co., Inc, Cll.ton, No.v .l.n.y bn. boon nppoln.C tbe Tr.n.fo, .4,not lo, t 
nb.r^ oTc— Stoek, .nn.l Cnitn obnrnd bn,ol.y 


description of warrants 

E«th of the too,000 L'niU »ill include one ‘"’'''"''“(“'jj at n price 

.■W.i;*abt"), en'ltlink'tb. ''Xf'l^^trc.Tn^lnXine«' ‘"i’ 
lor The'’Srmr.n<)°iondi"«na of the Worronc nre «, forth ,n Sem°Stan.l.rd Ti 

)iXp^l Sre^"i^n"“.- w‘;',rA^.f ftbe ...4.c„f) .nth re., 


to the Warrants. 
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Thf* Wnmnt'-' ni:iv h'" cint .Tf'i-) s'^nin!; th“ .’’npronriite form on th<? 'W'nmnt .''nri 

maihn" or deliverir.'’ Vs'r.rrr'.n; to the A^rrst in time to rench it ity the expiration time, aeromnanied 
l)V pavment of the full Tv.:rehe-e p'loe of for everv Warrant i.ein't exercised. Payment of the 


purchase price slioalu oe iii-e 


i. iiiteii irtatea lii!id> !a' cliocK, r..-a, or ti.it.r; 


or iio-ited e.xnress 


money order, payable in the United States to the order of the Agent or to the order of Management Dy¬ 
namics, Inc. 


The purchase price and the number of shares issuable upon exercise of the Warrants are adjustable 
upon the occurrence of certain events, including stock dividends, stock splits or combinations, the issuance 
of additional stock at less than the purchase price under certain circumstances and recapitalizations, mer¬ 
gers, or reorganizations, all as set forth on the Warrant Certificate. No fractional shares will be issued 
upon the exercise of Warrants hut the Company will pay the cash value of any fractional shares other¬ 
wise issuable on the basis of the current market value of the Common Stock on the day prior to the date 
of exercise. No adjustment as to cash dividends, if any, will be be made upon exercise of the WarranU. 
The holders of Warrants are not entitled to any of the rights of holders of shares of Common Stock. 

The shares of the Company’s Common Stock which are subject to the Warrants are not registered or 
otherwise qualified under the Securities Act of 1933, as amended; however, the Company is obligated to 
register the shares subject to the W.arrants so as to permit a public offering of the said shares in compli¬ 
ance with the Securities .\ct of 1933, as amended. 


For the life of the Warrants included in the Units, the Warrant holder i.s given the opportunity to 
profit from a rise in the market v.alue of the Common Stock of the Company, if any, at tho expense of 
the Common Stockholders, and tlic Company might be deprived of favorable opportunities to procure ad¬ 
ditional equity capital, if it should be needed, for the purposes of its business. A Warrant holder may be 
expected to e.xercise the Warrants at a time when the Company, in all likelihood, would be able to ob¬ 
tain equity capital, if it needed capital then, by public sale of a new offering on terms more favorable than 
those provided by tho Warrants. 


QUALIFIED STOCK OPTION PLAN 

On June 26, 1969, shareholders of the Company adopted and approved a Qualified Stock Option 
Plan (“The Plan"! previously adopted by the Board of Directors, pursuant to Section 422 of the Reve¬ 
nue Act of 1964, covering nO.OOO shares of the Company's Common Stock. The Plan is intended to provide 
gr^fttcr inc6ntivc for key cinployi?c& to rciniiin in th6 employ of thft Company or its subsidiaries as well 
as to attract to the Company or its subsidiaries persons of outstanding competence. 

Options may be granted to key employees of the Company or its subsidiaries. No option may be 
granted to any individual owning,'at the time of such grant, stock possessing 57o or more of the total 
rombined voting power of the Company or its subsidiaries. In addition, no individual shall receive an 
option or options under the Plan to purchase a total of more than 10,000 shares of the Common Stock. 

Each option shall expire not more than five years from the date of grant. Each optionee nmst re¬ 
main in the continuous employ of the Company or a subsidiary for a period of one year from the date 
of grant before he may exercise any part of his option. Options will be exercisable only during the op¬ 
tionee’s employment with the Company or its subsidiaries, or six months after the termination of such 
employment or death. 

In the event that the capitalization of the Company shall change during the period in which op¬ 
tions granted under the Plan mav be exercised, including an increase in shares resulting from a slock di¬ 
vidend, the option price per share shall be appropriately adjusted, but no adjustment in the option price 
shall be made which would reduce the option price per share to less than the par value thereof. 

The Board of Directors may amend, suspend or discontinue the Plan at any time except with re¬ 
spect to options then outstanding under the Plan. 

As of the date of this Offering Circular, no options have been granted under the Qualified Stock 
Option Plan. 
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NON-QUAUFIED STOCK OPTION PLAN 

racra.''Ii.'toll;'Wow! ThI”H:a a'l;' '.V;™.- « a"---- 

holders' meeting held on June 26, 1969. 

Under the Plan (it an aggregate exercisable 

all options under the Flan w^re gran^ as installments of not more than 257c; hvl 

beginning one year after the date o g vp-irs- (vl the option price per share is twenty-five cent.- 

all options have been granted for a }«F" ° ^ J value of the common stock on the of the grant; (vi) 

(5.25) per .share whicn cdualed his lifetime, but may be exercised by Ins he'ra or di- 

vtoVSn Vy d.« of de,th, but not ffM., tlmr, 5 ycun. after the del. of sroitl; ... c.e . 

option is protected against dilution. 

The following five year options have been granted under the Plan. 


Nan* 

Morton Elkis 
James Cox 


FoUHmi 

.Vice-President and Director 
.Treasurer . 


N*. oi IhotM Undsf 
Opttoa Craalsd on 
has 1». t«»« 


5,000 shs. 
2,500 shs. 


management 

Otticars and Directors 


The Officers and Directors of the Company 
Name 

Paul I. Goldba 
Bert Fein 
Morton EUda 
William N. Levy 
James Cox 

Dr. Eugene L RosanoH 

Harry S. Dietrich, Jr. . 

Art Raymond* 
leUrey Felrunan* 


arc: 


Office 

Pre^dent cmd Director 
Vice-Prealdent and Director 
Vice-President cmd Director 
Secretary and Director 


Treasurer 

Director 

IMroctot 

Director 

Director 


Paul lay Goldin to, b«n Frorn'l^iri^^h' le’rved to I'tunuser of the 

Je“r,%“uu“y 

raent. He is also President and a director an Wesleyan University, a Bachelor of Seienw 

Ce'nJom'^aSut ‘lnS“chnolo|,, and . Ma,..r of Bu,ine« Mn..n...n.t.ou decree 


pro tern 
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^om the Drexel Institute of Technology. He hfis completed all course requirements for a 
Economics from the Lniversity of Pennsylvania. Mr. (loMin is 37 v,'ar'= o'd and re^^d.-s of 
nine, (.'.ivr.-v iii.i, a i 


iloctorate in 
.'ilrt ftarrA-ood 


Bert Fein has li“''n Vu’e-Pr' 


. 0 * 1 ^ 


Dncf-r lo r.i • r'r,; ' 


'■■n. I'r.nn p:'8 to 


date i^ has heea emi-l^vd a: i-vrm (’orpo-ivon. Ti.rrytoan, V^.k akcro .*c i,< iiuav V.cv-i'rosi- 

"’as Manager of Production Administration of RCA Corn. 
From 1963-1966 he was Executive Vice-President of Noramco Corp. He is also Vice-President and a Di¬ 
rector of Financial Managers, Inc., and a Director of other corporations. Mr. Fein is 45 vears old and 
resides at 171 N. Mansfield Blvd., Cherry Hill, New Jersey. ^ 

Morton EUds has been Vice-President and a Director of the Company since June 16 1969 For the 
pMt five years Mr. Elkis has been Secretary, Treasurer of Morris Elkis & Sons, Inc., a wholesale food dis¬ 
tributor located in Southern New Jersey. Mr. Elkis is 42 years old and resides at 1003 bomber Drive 
Dnerry Hill, New Jersey. ’ 


J^ea Cox has been Treasurer of the Company since its inception. From 1965 until December 1969 
Mr. Cox was administrator of cost control for RCA. Since December 1969, Mr. Cox has been adminis- 
t^rator of product analysis for RCA of Camden, New Jersey. Mr. Cox is 37 years old and resides at 
9 Delaware Avenue, Berlin, Now Jersey. 


WUliom N. Uvy. Esq. has lieen Secretary- and a director of the Company since its inception 
He IS a partner in the Law firm of Levy and Lacktman, C03 \Vil*ou Buil.ling. 130 North Broadway Cam¬ 
den, New Jersey, the general counsel for the Company. Mr. Levy n'ceived both his Bachelor'of \rts 
Degree a^ his LL.B Degree at the University of Pennsylvania. He is .aLo Secretary and Director of 
Comp-L-Hedge Fund, and Financial Vlanagers, Inc., as well as a Director of other corporations VIr 
Levy is 29 years old and resides at Northgate Apartments, Camden, New Jersey. 

Euqen* L Rosanoff, Ph-D. has been a Director of the Coiiipanv since June 16, 1969 Dr Romanoff is 
aJso V^ice-President—Tre.asurer, and Director of Comp-U-Hedge 'F'und. Dr. Rosanoff received hi« BS 
Degree from the University of Wisconsin and his M.S. and Ph D. Degrees in Medical -Microbiolopa- from 
the University of Pennsylvania. Since 1956 he has been employed bv Wveth Laboratories Inc Radnor 
Pennsylvania, a division of American Home Products Corp., as a Senior 'Research Scientist in tli’e area of 
virus research. Dr. Rosanoff is the author of numerous papers and has made presentations at medical .sym¬ 
posia throughout the world. He h.as served as a member of the f.aculty at both the University of Pennsyl¬ 
vania School of Medicine and School of Veterinary Medicine. He is a director of Financial Managers Inc 
Dr. Rosanoff is 43 years old and resides at 513 Tea Rose Lane, Cherry Hill, New Jersey. 

H- S. Dietrich, Jr. was elected a Director of the Company on December 7, 1969. From 1967 to date 
Mr. Dietrich has been Vice-President—Finance, Treasurer and Director of Technicon Corporation, Tar- 

rj-town, New York. Prior to 1967, Mr. Dietrich was V'ice-President—Treasurer of Nuclear_Chicaro 

Corporation, a subsidiary of G. D. Searle 4 Co. Mr. Dietrich is 40 years old and resides at 30 Lake' 
Street, White Plains, N. Y. 


Art Raymond has been nominated a Director of the Coiiipanv bv the Board of Directors contingent 
on stockholders approval. Mr. Raymond is a New York and Philadelphi.i Radio and TV personality and 
is heard daily on WEVD A.M-FM New York and on Sundays WWRD FM in Philadelphia. Mr. 'Ray¬ 
mond is 45 years oid and resides at F'o.xglen Road, Hartsdale, New York. 


Jeffrey Foinmon has been nominated a Director of the Company bv Ihe Board of Directors contingent 
on stockholders approval. Mr. Feinman is V^ice-President of D. L. Blair Corporation of New York New 


. w*. e,^s4*** lo »4«4**n,ww rciuiiiHU IS years oid and resides at 411 Last 

53rd St., N. Y., N. Y. 


Paul J. Goldin, Bert Fein and William N. Levy may be deemed “founders” and “p.arent 3 ” of the 
Company as such terms are defined in the general rules and regulations under the Securities Act of 1933. 
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Remunerortlon 

No officer or liirccior lei civcU s^Kiiica in cxceaij oi -N'iO.OOO in 196y and no officer or ilireclor will 
receive a salary of n.on- t!...n ■'’.O.n.’J in 1970 It i' auJicipated tlie.t >iireci<>i' v'l.o are not (niiiiT' f'i 
the Company will receive )iiUU couipeaaaiion ior each board oi Directors meeting they attend. 

The Company carries a So0,000 life insurance policy on the life of Paul Jay Goldin, President of the 
Company and intends to increase thia to $150,000 after the offering. The Company who will be paying 
the premiums on this policy will be the owner and beneficiarj' thereof. Although the Company lias not 
entered into any employment agreement, assuming the successful acquisition of Elkis by the Company 
(see "Business-Food Distribution Division"), it is contemplated that the aggregate management remuner¬ 
ation for the year 1970 will he $71,000 to be paid as follows; Paul J. Coldin—.$20,000, Bert Fein—SIO,- 
000, James Cox—$16,000, Morton Elkis—$25,000. Mr. Coldin will devote 1/3 of his time, Mr. Fein will 
devote 1/4 of his time, Mr. Cox will devote full-time, and Mr. Elkis will devote full-time, to the busi¬ 
ness of the Company. 

The Company will car^ a $100,000 insurance policy on the life of Eugene Block, head of the Com¬ 
pany’s Printing and Advertising Services Division. H. K. VisuaLs, Ltd. has entered into three year em¬ 
ployment contracts with Mr. Block and Herbert Kas-off commencing January 1, 1970 under which Mr. 
Block is to receive not less than five hundred (S500) dollars per week and Mr. KnssotT not less than three 
hundred ($300) dollars per week, (see "Business-Printing and Advertising Services Division”). 

Principal Stockholders 

The following table sets forth the Common Stock ownership as of the date of this Offering Circular, 
of all persons who own of record or beneficially more than 10% of the Company’s Common Stock which 


was outstanding on such date. 

and the ownersliip on sucli date of such Common Stock bv 

all officers and 

directors as a group. 



Pnrcnnlaq* ol 

Parcaalaqa of 



NumWr 

OuUtandinq 

OuUiandiaq 


Ttp* d 

el Shares 

Slock Baforo 

Slock Aitar 

Nam« and AddrvM 

OwaaraMp 

Osraed 

Undarwritinq 

Uodarwrltlnq 

Paul J. Coldin 

Record and 

.55,000 

907% 

7.787c 

516 Garwood Drive 

Cherry Hill, N. J. 

Beneficial 




Bert Fein 

Record and 

55.000 

9.07% 

7.78% 

171 N. Mansfield Blvd. 
Cherry Hill, N. J 

Beneficial 




William N. Levy 

Record and 

55,000 

9.077o 

7.78% 

Northgate Apartments 
Camden, N. J. 

Beneficial 




.\11 directors and officers 

Record and 

172,000 

28.46% 

24.367o 


Beneficial 





CERTAIN MATERIAL TRANSACTIONS 

On March 14, 1969 Paul J. Goldin, Bert Fein and William N. Levy, all officers and directors of the 
Company, each purchased two hundred and seventy-five shares of the Company’s unregistered Common Stock 
at $.01 per chare. On ^.Ia^ch 16, 1060 James Cox and Howard Brady each purchased o Sitares of tin; 
Company’s unregistered Common Stock at a price of $.01 per share. On March 21, 1969 the following 
directors and busines.s associates purchased a total of 57V^ shares of the Company’s unregistered Common 
stock at a price of $200 per share or an aggregate consideration of $11,500: Allan Weissburg—5 
shares, Norman Kurdell—5 shares, Edward Calerman—5 shares, D.avid Molotsky—5 shares, Eugene 
Rosanoff—5 shares, H. S. Dietrich, Jr.—10 shares, Howard and Toby Mazer—10 shares. Goldie C. (jol- 
din—5 shares, William Marovitz—5 shares, Howard Gordon—2H* shares. 
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On May 1’3, lOG'J :!ic !'..i:or.nl !rr- of M..;;ngo:iic:u Dynaniic^. Im;. i.ui .ual appiovcl an iiicrt a-o in t'.i.. 
Company’s rapital stock to 2.000,000 .autljori/id siiares. .\t that time, tlie slKircholflcr-i approved a stock- 
split of 200 shares for each then nntJtanMinr .-liarc. 

On June 20, 1909 the Company amended its CeiiiUcuie ot Incorporation to increase the total au¬ 
thorized capital of the corporation to 2,000,000 shares of Common Stock of a par value of $.01 per share. 
After such recapitalization and the stock split authorized on May 23,1969, the number of outstanding shares 
was increased to 178,500. 

On June 22, 1969, the Company issued 99,750 shares of its unregistered Common Stock to 17 
business associates, who had rendered accounting, financial, secretarial and managerial services to the 
Company from the date of its inception until the date of such issuance. 

On June 26, 1969, the Company’s shareholders approved a share-for-share e.xchange with Northeastern 
Amusement Rides «k Sendee Corp. with Management Dynamics, Inc. to be the sumving company. On 
June 26, 1969, Northeastern shareholders approved .<uch merger and Management Dynamics, Inc. issued 
122,000 shares to the stockholders of Northeastern .\niu5ement Rides &. Sendee Corp. 

On August 5, 1969, the Company exchanged 30,000 shares of its unregistered Common Stock for 
100,000 unregistered Common Shares of Elcctro-Dent, Inc., a Delaware corporation (see “Busines3-.\cqui- 
eitions”). 

On August 27, 1969, S. .\rtliur Levy, tlie father of the Company’s Secretary', purchased 8,000 shares 
of the Company’s unregistered Common Stock for 8 75 per share for an aggregate consideration of 86,000 
On September 5, 1969, the Company sold 33.000 sliares of its unregistered Common Stock to 9 investors 
at $1.00 per share for an aggregate consideration of 833,000. On September 29, 1969, tlie Company sold 
39,000 shares of its unregistered Common Stock to 14 investors at a purchase price of 81.50 per share for an 
aggregate consideration of 858.500. 

On October 3, 1969, the Company piircliased 40 acres of land in Egg Harbor, New Jersey for 3,500 
shares of the Company’s unregistered Common Stock and 87623.12 in cash. 

On October 24, 1969 the Company acquired the physical assets and goodwill of the Willingboro Spa, 
Inc. of Willingboro, New .Icrsey for 4,000 shares of the Company’s unregistered Common Stock 
and 810,000 in casli and also acquired the Vineland Health Club, Inc. of Vineland, New Jersey for 
5,500 shares of the Company’.* unregistered Common Stock and 82.888 in eight equal notes of 8361 each, 
the first payment on such notes to be paid on December 15, 1969. In connection with the purchase of 
both spas. Management Dynamics. Inc. paid a finders fee of 82.550. On October 25, 1969, in return for 
the Company’s transfer of the physical assets and good will of the Willingboro Spa, Inc., the transfer of 
100% of the Common Stock of Vineland Health Club. Inc., and the 82.888 note obligation to Leisure 
Time Enterprises. Inc., the Company received 551.667 shares of the unregistered Common Stock of Lei¬ 
sure Time Enterprises, Inc., which represents approximately 68% of the outstanding shares of licisure 
Time Enterprises, Inc. 

On November 5, 1969, the Company issued 5,000 shares of its unregistered Common Stock, to Richard 
Kaufman and 5,000 shares of its unregistered Common Stock to Jack Silbiger for consulting services which 
each had rendered to the Company. 

On December 30, 1969, the Company acquired the business and assets of H. K. Visuals, Ltd., New 
York, New York, for 70,000 shares of its unregistered Common Stock fsce “Busincs.s-Printing Services 
Division”). Included in said 70,000 unregistered shares were 3,500 shares issued to Jack Katz for ser¬ 
vices rendered as co-finder. In addition to paid 70.000 shares, the Company issues 3..500 additional shares 
of its unregistered common stock to Gerald Morganstern for serv’ices rendered as co-finder. 

UNDERWRITING 

The Underwriter, E. L. Aaron & Company, Inc., has entered into an .\greement (“Underwriting 
Agreement") with the Company under which the Underwriter has agreed to use its best efforts to sell to 
the public, and the Company has agreed to permit the Underwriter to offer to the public for ninety days 
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from the dme horcoi tim pr:rr of pvr umt. lOO.UOU each ural oon^.tms of one ^hnrc nf 

Common Stock, am! a 'Varra.at for v. c nv.rc'ats'e of ono ‘liure ot Common S’ocrC. Sjti'.u nino.y (laj^ ran br 
extended for an addiuomd ilnriy day... apon consent of Loth ti’.o Compaq.- rmd v.\c L m'.crr.T.tcr. ^ J' 
no assurance that any or all of the units offered hereunder will be sold. There are no a^angements to re- 
turn any funds realized from the sale of these securities in the event that the entire offering is not sold 
The Underwriting Agreement provides that the Company will pay to the Underwriter a commission of 
per cent (8. per unit) of the public offering price with respect to the sale of the units offered 
hereby, as well as a non-accountable and non-reimbursable expense allowance of $ (S- per unit). 


The Conipanv has agreed to issue to the Undenvriter a arrant to purchase one share of the Com¬ 
pany’s Common Stock for every ten units sold pursuant to this offering. In t^he even^hat all of the 
units offered hereby are sold, the Underwriter will receive Warrants to purchase 10,000 shares of the 
ComDanv’s Common Stock. The Warrants are exercisable during a 3 year, 13 month period commcnc- 
ine 13 months after the date of this Offering Circular at the price of S. per share. The Warrants are 
subiect to adjustment to protect against dilution thereof through stock dividends and distributions 
“SaMoa w andCon«,lidMion (but not th™u,h it.uance ol Common Stock upon exor^e o, 
the Warrants). The Warrants may not be e.xereised, transferred or assigned for a period of 13 months 
from the date of their issuance. The W'arrants sh.ill be exercisable in whole or in part over the exer¬ 
cise period. The Company has agreed with the Underwriter, upon its request, to use its best efforts and 
take^su"h action under the Securities Act as shall be required to permit the public sale of the Warrants 
and/or shares of the Common Stock purchasable upon exercise thereof. The Warrants and the under¬ 
lying shares of Common Stock which may he issued in exchange for such W arrants will be 
for 13 months after the closing date pursuant to Rule 253 (c) (2) of the Securities Act of 1933. For 
the life of the W’arrants, the W’arrant holder is given the opportunity to profit from a rise^ in the mar¬ 
ket value of the Common Stock of the Company, if any, at the expense of the Common Stockholders, and 
the Company might be deprived of favorable opportunities to procure additional equity capital, if it 
Sould b? ne^eded for the purposes of its business. A W’arrant holder may he expected to exercise the 
Warrants at a time when the Company in all likelihood would be able to obtain equity capital, if it needed 
capital then, by public sale of a new offering on terms more favorable than those provided by the Warrants. 


The Undenvriting \grcement contains reciprocal covenants against liability in certain instances includ- 
ine llabdUicsTndcr the Securities Act of 1933. as amended. It further provides that the Underwriter shall 
have a Sht o first refusal to act as an Underwriter with respect to any public offering of securities made 
b^ tlie Companv or its officers and directors within five years after coinrdetion of the 

V vo-irs from the dav hereof, the Company is obligated to provide the Underwriter with 

Lnua'tcruLcJ financial .tatemmt and (2) all rnpons ol general mteresl rent or given to stoekholdcrs. 


Tb. foregoing la^ — «< 

thi’eh ^re .r.n exhibk to’the KotiBeotion olth the New York Region.l OBiee of the Secoritie, ood 
Exchange Commission for all of the terms of said Agreement. 


LITIGATION 


As of the present time the Company has had one suit filed against it. Such suit has been brought 

u iVip riwhts of the Drcvious attorney for Northeastern Amusement Rides & ..erviccs Cor- 

by an ass.gr^e of the r ghU « the preuous ^ Tran.sactions’). 


?^r.”tl.rs °!aV'k;;^^d" 0-0 Too. 2d, 1269 Trooa.e.,,of.| 

fs L :a t*\f%*rr% for rpnHor^H nnor tO AlftrCn 4. 19()5 DV tnC 

UuCu OUiW 19 W.. fea- AAmraAncof 


r, .k ...:a ... . .or .prooo-, .....- -. -- prior attorney to North- 

'’“‘AJ^..«p^7nrTUdPs"gk Sen-ices "Corporation. Such claim is for compensation for such alleged ser- 
vicerrendTredTn the amount of 60.000 shares of the Company’s Common Stock and 819,8.50.00 in cash 
plus interest thereon. 

A« of the date of this Offering Circular, to the Company’s knowledge, there are no other legal actions 
pendfngt threatenei against thc'company, or to which the Company or any of its property is subject, 
nor to*the Company’s knowledge are any of such proceedings contemplated. 
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LEGAL OPINIONS 

lI'K Vork.'X..v Vo,k luOOO^ Mr. W,l.u.„ X 

l,cv.v, a partner ui Levy and Lackiinan, is an oHljer and director oi tlie Company, as. well aa a snarchoidei 

thereof. 

ADDITIONAL INFORMATION 

Tv,« r'nmnanv lin« filed wlih the New York Regional Office of the Securities and Exchange Commis¬ 
sion a No?fS?aSn with coJering'the sale of the units offered hereby pursuant to the 

exempt!^ from Registration ordered by Section 3 (b) of the Securities Act of 

exemption ^neg^ / . ^ summary o the ‘"forniation set forth 

In Lch NoXatmnlnd tL exliibits thereto in reference to such Notification, with exhibits is hereby made. 
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EXHIBIT 6 - PRESS RE LEASE DATED OCTOBER 13, 1972 ... 

— -- fT:-. 

- \ 

ADVCnnSII'JG Lj rb'ol.i'- HcrAflONS □ FI mANC Im L P'JGl.lC nF-l/ATIOi.S 

'■ '1001 V.'aln'K 5t.. Hoorn VI?. Pliil.icisiphia, Pa.’.9102 • 1215) LO 8-5375 

"JVS jSI3IjI]ii--3]H3 FOR IW-IEDIATE ^REL^SE (^iled ., 

• »»»,> L -V"* , ^ • ' *• * ' • ■ 

MANAGEJ-IENT DYIJAMICS, INC., ANNOUNCES IT PLANS TO 
ERECT A RETIREMENT COMMUNITY IN BURLINGTON COUNTY, NEW JERSEY ^ 


Pliiladelphia, Pa.-- I^anagement Dynamics, Inc. (G-T^^), a New Jersey 
SJrpcration, announced that it has secured an cotion to purchase 700 
acres of land in Burlington County, New Jersey, on which i.t 
construct a retirement community containing approximately 2,00 . 

2,300 dwelling units together with commercial and recreational 

facilities. 

Purchase price of the land, upon exercise of the option, would be in 
excess c/$l million. The option to buy is subject to the .ocal 
c^unitvs na.ss.ne of an ordinance that would perm.it the ccnstr’uct^n 
oH re^irem‘enr community.. .as well as State ot New Jersey permission 
to erect a sewage treatment plant. 

■ T n=,,-T-Ptt recently elected president of Management Dynamics 
"Id that h^^e^wItS ^0^1 cfficiaL, and that them appear a to he 
nt obstacle in the way of passage of the local 

that preliminary studies for an acceptable sewage treatment plant are 
already underway. 

Current olans Call for construction of both single and multi-ramily 
Lelling units, with one and two bedrooms, priced to sell frOT 
$15,000 to $33,000. Kortgcige financing for the entire pro 3 
be in excess of $25 million. 

Site of the proposed development is approximately 15 minutes from 
d^t^n PhiLdLphia, with frontage on a state highway. 

Mr. Barrett said that his company is planning t^roT'"'" 

community "because there is a demonstrated demand for thi yp 

housing in the area. 
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ANSWER OF DEFENDANT SAMUEL D. HODGE 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

-against- 

MANAGE^LENT DYNAMICS, INC., 

WILLIAM N. LEVY, 

EDWIN BARRETT, 

CLYDE GOFF, 

EPHRAIM HOFFMAN, 

PETER R. WATSON, 

GLOBAL SECURITIES, INC., 

ALLEN LANGEN.AUER, 

DAVID LANGENAUER, 

BERNARD OSCHERS, 

LEE SCHNEIDER, 

A. J. CARNO, INC., 

ANTHONY NADINO, 

MAYFLOWER SECURITIES, INC., 

JOSEPH CIRELLO, 

FAIRFIELD SECURITIES, INC., 
raOMAS F. BRENNAN, III, and 
SAMUEL D. HODGE, 

Defendants. 


73 Civil 2642 


ANSV7ER OF DEFE^TDANT 
SAMUEL D. HODGE 


• 

The defendant, SAMUEL D. HODGE, by his attorney DAN | 

BRECHER, esq., for his answer to the complaint of the plainta.fr, ; 
SECURITIES AND EXCHANGE COMMISSION (’'Commission"), alleges as | 

follows: . 1 

FIRST: Defendant, SAMIIEI. D. HODGE ("Hodge") denies each'; 

and every allegation contained in paragraph numbered "1" of the ; 

Commission's complaint. I 
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Answer of Defendant Samjel D. Hodge 
- 2 - 


! tion c 


SECOND: Defendant, Hodge, denies each and every alLega- 
ontained in paragraph numbered "2" of the Cornnission's com- j 


I plaint. 


' THIRD: Defendant, Hodge, denies each and every allega¬ 
tion contained in paragraph numbered '*3" of the Cotcmission s com¬ 
plaint. 

FOURTH: Defendant, Hodge, admits the allegations con¬ 
tained in paragraph numbered "4" of* the Commission s complaint. 

FIFTH: Defendant, Hodge, denies that he has knowledge 
or information sufficient to form a belief as to the truth of the 
allegations contained in paragraph numbered "5" of the Commission ; 
complaint, except that the defendant Hodge, upon information and 
belief, admits that the defendant. Management Dynamics, Inc., 

("MD") is'a New Jersey corporation with its principal offices at 
1524 Walnut Street, Philadelphia, Pennsylvania.; that since Septem' 
ber, 1972, the principal business of the defendant MD has been 
j land deve^.'oment; that on or about December 8, 1972, the Commis- 
j sion suspended the over-the-counter trading of KD securities; that 
I the Commission's suspension release noted the rrse in the bid of 

I 

! MD common stock from August of 1972 to December, 1972; and that on; 

i 

I or about March 21, 1973, the Commission terminated the aforemen¬ 
tioned trading suspension. 
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lij - 3 - 

i;i 

SIXTH: Defendant, Hodge, denies that he has knowledge j 

! 

i or information sufficient to form a belief as to the truth of the | 
•' allegations contained in. paragraph numbered "6" of the Commission's 

jil 

complaint, except that the defendant Hodge, upon information and 

!i 

belief, admits that the defendant Levy is an attorney admitted to 

! practice in the State of New Jersey, that Levy's office address 

'! ' 

I was 130 North Broadway, Camdei., New Jersey, and that since the 

t 

' incorporation' of defendant MD, the defendant Levy has been Secre¬ 
tary and- a Director of defendant MD* 

;| SEVENTH: ' Defendant, Hodge, denies that he has knowledge 

!! or information sufficient to form a. belief as to the truth of the 
' allegations contained in paragraph numbered "7" of the Commission ; 

: complaint, except that the defendant Hodge, upon information and 
! belief, admits that the defendant Edwin Barrett ("Barrett") is and 
since September 6, 1972 has been the President and Chief Operating 

'■ Officer of the defendant MD. 

•EIGHTH: Defendant, Hodge, denies that he has knowledge 

I or information sufficient to form a belief as to the truth of the 
I allegations contained in paragraph numbered "8" of the Commission'i 
i complaint, except the defendant Hodge, upon information and belief, 

I admits that the defendant Clyde Goff ("Goff") is a Vice-President 

II 

!;• . . • 
i' and Director of the defendant MD. 


I 

r 
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• I 


- NINTH: Defendant, Hodge, denies that he has knowledge 
or information sufficient to form a belief as to the truth of the 
allegations contained in paragraph numbered "9" of the Commission s 
complaint, except that defendant Hodge, upon information and belief 
admits that the defendant Ephraim Hoffman ("Hoffman") is and since 
July, 1972 has been a Vice-President, Treasurer, and a Director 
of the defendant MD; that the defendant Hoffman resides at 600 
Wayfield Road, Wynnewood, Pennsylvania; and that the defendant 
Hoffman owns some 229,000 shares of MD common stock. 

• TENTH: Defendant, Hodge, denies that he has knowledge 
or information sufficient to form a belief as to the truth of the 
allegations contained in paragraph numbered "10" of the Commissionj* 
complaint. 

ELEVEN'IH: Defendant, Hodge, denies that he has know¬ 
ledge or information sufficient to form a belief as to the truth 
of the allegations contained in paragraph numbered "11" of the 
Commission's complaint, except that defendant Hodge, upon infor¬ 
mation and belief, admits that defendant Global is doing business 
as a broker-dealer in securities in the State of New Jersey. 

'TWELFTH: Defendant, Hodge, denies that he has knowledge 

or information sufficient to form a belief as to the truth of the 

• • *1 

allegations contained in paragraph numbered "12" of the Commissioni 
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« 

i 

I complaint, except that defendant Hodge, upon information and belief 
!l admits that defendant Allen Langonauer is an officer and director 

il 

' of defendant Global, 

I THIRTEENTH: Defendant, Hodge, denies that he has know- 

i ledge or information sufficient to form a belief as to the truth. 

I of the allegations contained in paragraph numbered "13” of the 
• Commission's complaint, except that defendant Hodge, upon informa- 
! tion and belief, admits that defendant David Langenauar is the 
I father of defendant Allen Langenauer and an officer and director 

I 

; of defendant Global. 

i FOURTEENTH: Defendant, Hodge, denies that he has 

I ■ 

knowledge-or information sufficient to form a belief as to the 
j' truth of the allegations contained in paragraph numbered . "14" of 

ij . • 

!,! the Codmisslon’s complaint. 


I, ' FIFTEENTH: Defendant, Hodge, denies that he has know- 

ledge or information sufficient to form a belief as to the truth 
of the allegations contained in paragraph numbered "15" of the 

*1 

:i Commission's complaint, 

; SIXTEENTH: Defendant, Hodge, denies that he has know- 

•i 

' ledge or infortaation sufficient to form a belief as to the truth 

jl of the allegations contained in paragraph numbered "16" of the 

1 ; • / 
j- Commission's complaint. 
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. SEVENTEENTH: Defendant, Hodge, denies that he has knowr-i 


ledge or* information sufficient to form a belief as to the truth 


of the allegations contained in paragraph numbered "17" of the 


Commission's complaint. 


EIGHTEENTH: Defendant, Hodge, denies that he has know¬ 


ledge or information sufficient to form a belief as to the truth 


of the allegations contained in paragraph numbered "18" of the 
Commission's complaint. 


NINETEENTH: Defendant, Hodge, denies that he has know¬ 


ledge or information sufficient to form a belief as to the truth 


of the allegations contained in paragraph numbered "19"“ of the 
Commission's complaint. 


TWENTIETH: Defendant, Hodge, denies that he has know¬ 


ledge or information sufficient to form a belief as to the truth 


of the allegations contained in paragraph numbered "20" of the 


Commission's complaint, 


TWENTY-FIRST: Defendant, Hodge, denies that he .has 


knowledge or information sufficient to form a belief as to the 


truth of the allegations contained in paragraph numbered "21" of 


the Commission's complaint. 


•n^NTY-SECOND: Defendant, Hodge, denies each and every 


allegation contained in paragraph numbered "22" 6f the Coamission's 


complaint, except that the defendant Hodge admits that he is or 
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# 

was an investor in a holding company which owns or owned the con¬ 
trolling interest of the defendant Global Securities, Incorporated 
("Global"); that he, or companies .he owns or controls, own approx 
imately 100,000 shares of MD common stock; that he and/or his com¬ 
panies sold 11,200 shares of MD common stock, and purchased 44,150 
j shares of MD common stock; that he acquired 5,000 shares of MD 
common stock from Global at approximately $6.00 per share; that 
he loaned-$25,000.00 to Global in October of 1972; and that he 
resides at'6949 Sherwood Road, Philadelphia. Pennsylvania. 

I 

i TWENTY- THIRD : Defendant, Hodge, repeats, realleges, and 

ii reiterates each and every answer contained in paragraphs ’'FIRST" 

|| through "TWENTY- SECOND" of this answer as if more fully set forth 

I 

li herein. 

; twenty- K)URTH; Defendant, Hodge, denies each and every 

\ allegation contained In paragraph numbered "24" of the CoataisSion’s 
I complaint, as each allegation may relate to the defendant Hodge. 

I and denies that he has knowledge or information sufficient to form 
a belief as to the truth of the allegations contained in paragraph! 
•I numbered "24" of the Commission's complaint as they relate to the 

I' ’ 

tj Other defendants named in the complaint. 

I TWENTY-FIFTH: Defendant, Hodge, upon information and 

i belief, admits the allegations contained in paragraph numbered 

i;i 

i.l •'25" of the Commission's complaint. 
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1 

- ■n-TEI^TY-SIXTH: Defendant, Hodge, denies each and every 
allegation contained in paragraph numbered "26’' of the CoTimission* 


cotap la in t, 


TITENTY- SEVENTH: Defendant, Hodge, repeats, realleges. 


and reiterates each and every answer contained in paragraphs 

"FIRST'.' through "TWENTY-SIXTH" of this answer. 

TWENTY-EIGHTH: Defendant, Hodge, denies each and every 

allegation contained in paragraph number "28" of the Commission's 

coii 5 )laint, as each allegation may relate to the defendant Hodge, 

and denies that he has knowledge or information sufficient to form 

a belief As to the truth of the allegations contained in paragraph 

* 

numbered "28" of the Commission's conplaint as they relate to the 

I 

other defendants named in the conqjlaint. 

TWENTY-NINTH: Defendant, Hodge, denies each and every 
allegation contained in paragraph numbered "29" of tlie Commission* \ 
complaint, as each allegation may relate to the defendant Hodge, 
and denies that he has knowledge or information sufficient to form 
a belief as to the truth of the allegations contained in paragraph 
"29" of the Commission's complaint as they relate to the other 
defendants named in the'complaint. 

j THIRTIETH: Defendant, Hpdge, denies each and every j 

allegation contained in paragraph numbered "30" of the Commission 


complaint. 
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AS AND FOR 

defendant HODGE'S FIRST 
• COMPLETE AND AFFIRMATIVE DEFENSE 


- THIRTY-FIRST; This Court lacks jurisdicuion. over the 
subject matter of this action. 


AS AND FOR 

DEFENDANT HODGE'S SECOND 
COMPLETE AND AFFIRMATIVE DEFENSE 


THIRTY- SECOND: The Souwhem District of New York is not 
the proper venue for this action inasmuch as this action is not 
properly, before this Court and the plaintiff should have institu¬ 
ted this action' against the defendant Hodge in the Federal Distrie 
court in the District in which the said defendant resides. 




AS AND FOR 

defendant HODGE'S THIRD 
COMPLETE AND AFFIRMATIVE DEFENSE 


THIRTV-THUU): Plaintiff has failed to state a claim 
against the defendant Hodge upon which relief can be granted. 


AS AND FOR 

defendant HODGE'S FOURTH 
COMPLETE AND AFFIRMATIVE DEFUSE 


THIRTY-FOURTH: Any issuance of securities by defendant 
MD which may have in fact taken place during the period alleged 
in the plaintiff's complaint were exempt from the registration 
provisions of the Securities Act of 1933. as amended, and the 
Securities and Exchange Commission Act of 1934. 
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AS AND FOR 

defendant HODGE'S FIFTH 
COMPLETE AND AFFIRMATIVE DEFENSE 


THIRTY-FIFTH: With respect to any statements, oral or 
written, or letters which may be attributable to the defendant 
Hodge, the defendant Hodge believed after exercising due diligence 
that such statements were true, accurate, and complete at the 

time which such statements were made. 

AS AND FOR 

DEFENDANT HODGE'S SIXTH 
COMPLETE AND AFFIRMATIVE DEFENSE 

THIRTY-SIXTH: With respect to any and all statements, 

! oral or written, letters or press rel' ises, which were i=ade by 

i other defendants in this action, other than the defendant Hodge, . 

; which may have been misleading or with respect to omissions to , 

; state material facts which omissions may be attributable to 

i defendants other than the defendant Hodge, the defendant Hodge 

; did not know and in the exercise of due diligence, could not have 

j known of such misstatements or omissions. 

THIRTY- SEVENTH: The action against the defendant Hodge 

j', 

' should be segregated and severed from Che action against the 

! 

j other named defendants. 
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WHEREFORE, Defendant, Hodge, demands judgment against 
the plaintiff dismissing the plaintiff's complaint and judgment 
of costs and disbursements against the plaintiff, SECURITIES AND 
EXCHANGE COMMISSION. 


Dated: New York, New York 

July 25, 1973 




DAN BRECHER, ESQ. 

Attorney for Defendant SAMUEL D 
HODGE 

230 Park Avenue 
New York, Nex^^ York 10017 
(212) 986-2820 
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AFFIDAVIT OF SAMUEL D. HODGE 


UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT 


SECURITIES AND EXCHANGE COMMISSION, 


•X Nos. 74-1680 
74-2148 


Plaintiff-Appellee, 


MANAGEMENT DYNAMICS, INC., et al., 


AFFIDAVIT 


SAMUEL D. HODGE, 


Defendants, and 


Defendant-Appellant. 


STATE OF PENNSYLVANIA ) 

) SS- • 

COUNTY OF PH>6 A I ^ ) 

1 

SAMUEL D. HODGE, being duly sworn, deposes and says: 

1. I am a resident of the State of Pennsylvania and 
the defendant-app^lant in the within action. 

2. Annexed hereto are letters from me to my attorney, 
DAN BRECHER, dated October 16 and 22, 1973. The statements in 
said letters are true and accurate both regarding my wife's physi¬ 
cal incapacition and my inability to travel to New York on the 
short notice provided as describee therein. 

3. Also annexed hereto is a letter from my attorney to 
the Securities and Exchange Commission dated October 17, 1973. 

Mr. Brecher's statements with regard to my wife's condition and 

I nia 
















Affidavit of Samuel D. Hodge 



In the Court ot Common Pleas of Philadelphia County 




Commonwealth 
of Pennsylvania 

County of Philaticlphia, n. 



I, AMERICO V. CORTESE, Prothonoury of th« Court of Common PIOM of 
Mid county, which It a Cou(*-pf Racord having an official taal, baing tha officar 
authorliad by tha lawt oJOm gomiTton j paala h of Panniyl^nla to maka tha 

« (/] 

bafora whom tha annaxad affidavit waa nrtada, wat at tha tima of to doing a NOTARY 
PUBLIC for tha Commonwaalth of Panntylvania ratiding In tha County of Phlladatphia 
duly commitalonad and quallflad to adminittar oatht and affirmatlont and to taka 
acknowladgmantt and prooft of Daacft or ConvayacKat for lartdt, tanamanti and haradlta- 
manta to bd racordad In taM Commonwaalth of Panntylvania, and to all whota actt, at 
tueh, fuT faith and cradit ara and ought to ba givan, at wall In Count of Judicatura at 
altawhara; and that I am wall acquaintad with tha handwriting of tha tald NOTARY 
PUBLIC and varlly ballava tha tignatura tharato It ganulna, and that tald oath or affirm¬ 
ation purpont to ba takan In all raipactt aa raquirad by tha lawt of tha Commonwaalth of 
PanntylvaniA 

Tha Imprattlon of tha taal of tha Notary Public It not raquirad by law to ba fllad In 
thit offica. 

In Taatlmony Wharaof, I hava haraunto tat my hand and afflaad tha taal of tald 

hit. .day of -Ot.TODELH . In tha yaar of our Lord 

uaand nina hua^^ .-yM«ICO V CORTESE. Prothonotary. 

By.^ySfi^-w. yfeSIKlt-yi Daputy Proihonotary 

112a Cook OrcKiber*:-." 







FROM SAHUEL 0. HODGE DATED OCTOBER 22. 1973 
EXHIBIT A FOREGOING AFFIDAVIT 

/ 

RECORD MAMUEACTURINO CO. 

’ ' ,3,4-24 S. HOWARD STREET - PH,TAOETRH,A, PA. 19,47 

(215) DEwey 6-7001 


fCr. Dan Brecher. Esq. 
230 Park Avenue 
New York City 
New York 10017 


October 22, 1973 


Dear Dan: • 

,973/1 ti.e 

IrmakfarrlSSS/?”" sl^eone to stay with my wife af 
I will be away for several hours. 

There is no way J “ed^rfeas? on^ weS-s 

City on such short notice. J for this or any 

time to make the fndee will appreciate my po- 

otSer trip. I ^SylJcIl condition. If they 

aition with to my wif^^^^pny^ wife’s predicament, I 

want to happy to submit their names, 

shall be more than nappy 

■_.i--.price in this situation. 

Thank you for your assistance in 

Sincerely yours, 


SAKUEL D. HODGE 


SDH:ma 


Defendant SAMUEL D. HODGE 
Exhibit "A" 







EXHIBIT B - LETTER FROM SAMUEL D. HODGE DATED 
OCTOBER 16, 1973 ANNEXED TO FOREGOING AFFIDAVIT 


PARAMOUi^T RKORD iV\ANU?ACTURlNG CO. 

1314-24 5. HOV/ARD STREET - PHILADELPHIA, PA. 19147 


(215) DEv/ey 6-7001 


Hr* Dan Brecher 
230 Park Avenue 
riew York City 
New York 1C017 


October l6th, 1973 


Dear Dan, 

Due to my wife's illness-she is completely bed- 

ridden_I will not be able to attend the deposition hearing 

scheduled for October 17th, 1973. Just last . 

informed of some extremely bad news: our eye specialist told 
us that she is now completely blind. Her already poor physi¬ 
cal condition (rheumatoid arthritis) plus this 
of bad news has incapacitated her to such an extent that I ^ 
would need at least one week to prepare suen a trip oway from 

home. 

The problem involved here is that it is unbelievably 
difficult to locate some one to take care of my wife while 1 
L^out of town. If I cannot find someone who is adequately 
competent, I will have to arrange for my son and his wife to 
stay with her. These things take time. So as you can see, 

I need more than one day's notice for the deposition hearing, 
which is about all the time I received for this one. 

As a matter of fact, due the above problem, I will not 
even be able to attend my neice's wedding on Saturday, October 

20 th. 

Please let me know at the earliest when you propose a 
re-scheduling of this deposition hearing. Thanx you lor your 
help in this delicate matter. 


Sincerely, 



SAHUEL D. HODGE 



SDHtma 
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exhibit C - LETTER FROM DAN BRECHER DATED 
OCTOBER 17, 1973 ANNEXED TO FOREGOING AFFIDAVIT 

Dan Brecher 

;S30 ^ 

( 212 > 036-2620 

October 17, 1973 


Roger M. Deitz, Esq. 

Special Counsel 

Securities and Exchange Conanission 
Mew York Regional Office 
26 Federal Plaza 
New York, New York 

Re: Securities and Exchange Connnission v. 

Management Dynamics, Inc,, et al. 

Index No. 73 Civ, 2642 _ _ 

Dear Mr. Deitz: 

Confirming our previous conversations and our telephone 
conversation of this morning, I wish to reiterate that I 
deem your notice to take the deposition of Sam Hodge on 
October 17, 1973 at 10:00 a.m. to be defective upon the 
grounds that you have failed to provide reasonable ^ 
notice in writing of your intention to take Mr. Hodge s 

deposition. 

This objection is predicated in part upon the fact that 
in all our previous discussions and in Mr. Hodge s 
appearance before you, it was made clear that it would 
be impossible for Mr. Hodge to attend hearings or depo- 
sL tions without a reasonable time bexng allowed for hxm 
to arrange for someone to care for his wife whxle he xs 

■ out of town. 

As both Mr. Hodge and I have previously informed you on 
several occasions, his wife is complete bedrxdden and, 
moreover, last week Mr.’ Hodge learned that she is com¬ 
pletely blind in addition to suffering from rheumatoid 

arthritis. • . » 


Defendant SAMUEL D. HODGE 
Exhibit "C" 
nsa 





Exhibit C - Letter from Dan Brecher Dated October 17» 1973 
Annexed to Foregoing Affidavit 

i 


Roger M. Deitz, Esq. 
Securities and Exchange 
Conmission 


October 17, 1973 
Page 2 


You can hardly expect Mr. Hodge to attend today's depo¬ 
sition when you served me with the notice for said ^ 
deposition late Friday afternoon and Mr. Hodge didn t 
learn of said notice until Monday, October 15, 1973. 

Very truly yours, 


DAN BRECHER 


DB:ve 

cc: Hon. Robert L. Carter 
To All Counsel 
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OPINION 


UNITED STATES DIST1XIC9; COURT 
SOUTHERN DISTRICT OF NEW fORK 


SECURITIES A^^D EXCHANGE COMMISSION, 

Plaintiff, 

-against- 

MANAGEMENT DYNAMICS, INC., et al.. 

Defendants. 


X 


X 


73 Civ. 


APPEARANCES: 


William D. Moran,Regional Commissioner 
Securities and Exchange Commission 
26 Federal Plaza 
New York, New York 1000? 

Attorney for Plaintiff 

Lipkin, Gusrae & Held, Esqs. 

225 Broadway 

New York, New York 1000? 

Attorney for Defendant 
William Levy 


Jay 

444 


D. Fischer, Esq. 

. Madison Avenue 
New York, New York 10022 
Attorney for Defendant 
Thomas P. Brennan, III 


Baar, Bennett & Pullen 
One Battery Park Plaza 
New York, New York 10004 
Attorney for Defendant 
Mayflower Securities 

Peldshuh & Prank 
l44 East 44th Street 
New York, New York 10017 
Attorney for Defendants 
A. J. Carno and Anthony Nadino 


CARTER, District Judge 


2642 


n7a 







OPINION 
Nature of the Actions 

The Securities and Exchange Commission ("SEC") 
instituted this action on June 13, 1973 alleging that 
defendants had violated Sections 5(a) and 5(c), 15 U.S.C. 
77e(a) and 77e(c) (registration provisions of the Securities 
Act of 1933), Section 17(a), 15 U.S.C. 77q (a) (an anti¬ 
fraud provision of the Securities Act of 1933), and 
Section 10(b), 15 U.S.C. 78j(b) of the Securities and 
Exchange Act of 193^ and Rule lO-b-5 thereunder, 17 C.F.R. 
240.10b-5 in the offer and sale of unregistered Management 
Dynamics C'MD”) stock. Ten defendants have consented to 
the entry of permanent injunctions against them. Peter 
R. Watson did not file an answer and Samuel D. Hodge failed 
to appear as a witness as ordered by the court during the 
hearing on this matter. They are therefore in default. 

The remaining defendants are William W. Levy, Esq. ("Levy ), 
A. J. Carno, Inc. ("Carno”), Anthony Nadino ("Nadlno"), 
Mayflower Securities, Inc. ("Mayflower"), Joseph Cirello 
("Cirello"), and Thomas Brennan, III ('%-ennan"). 

On September 28, 1973 defendants' motions to 
dismiss, to compel a more definite statement, to sever 
and to transfer were denied. A full evidentiary hearing 
ordered on the SEC's motion for a preliminary injunction 
was held on October 19 and 23, 1973* 





OPINION 


The Reactivation of MD 

Edwin Barrett Is president and chairman of 
the Board of MD. He has been a builder and developer 
since 1962 . Levy is a member of the bar of the State 
of New Jersey and has been practicing law in that state 
since 1966 . He has handled a variety of matters involving 
the application and interpretation of the Securities Act 
of 1933 and the Securities and Exchange Act of 193^ 
and the rules and regulations of the SEC. Among these 
matters were at least six public offerings pursuant to 
registration statements filed with the Commission and 
seven public offerings pursuant to Regulation A. Securities 
matters have been a major part of Levy's work at least 
since 1969 * 

Some time in late 1971 or early 1972, Barrett 
met Levy and Barrett told Levy of his desire to operate 
through a publicly-held company. In June, 1972, Levy 
told him about MD which Levy indicated was a public 
company meeting Barrett's specifications. Levy advised 
Barrett that MD had no debts, several hundred share¬ 
holders and that its shareswere trading in the over- 
the-counter market; that it wss inactive, and its sole 
asset was a plot of land in Canada. At the time of 
this conversation. Levy owned between 60,000 and 80,000 
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OPINION 


of MD common shares and MD offices were located in the 
same building that Levy maintained his law office. Barrett 
agreed to put $100,000 in the company in exchange for 2.7 
million shares of MD common stock. On September 6, 1972 the 
transaction was ratified and the number of authorized 
shares was Increased from four million to eight million 
in order that additional MD shares would be available 
for the acquisition of other assets in the future. Throughout 
this period Levy was consulted and actively participated 
in all matters involving MD activities. 

The Avtgust 15 Letter 

This agreement was made public in a letter to 
shareholders which was written, signed and its mailing 
authorized by Levy, and dated August 15, 1972. In addition 
to announcing a special stockholders' meeting to ratify 
the agreement with Barrett, the A\agust 15 letter stated 
that MD's primary activity would "include the acquisition 
of developed and undeveloped real estate; the planning, 
engineering, zoning and site development of such real estate; 
and the design, plannins; and construction of dwelling 
units, commercial buildings and other structures which the 
company may hold for investment, lease or sell." 

One of the assets listed in the letter was "an option 
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OPINION 


to acquire land in Bass River Twp, N.J." The letter 
did not indicate that this option was conditioi ed upon 
MD obtaining governmental approval for zoning and EPA 
approval to construct a sewage facility, nor that 
local, state and federal approval in a variety of matters 
would have to be obtained before the option could become 
an MD asset in any I’eal sense. 

Also cited as an "option to acquire land in 
Harleyville, Lower Salford Twp, Pennsylvania." The 
letter did not state that this option was contingent 
on obtaining a variance in zoning to permit high density 
residential construction on land then classified as 
agricultural. Attached to the letter was a financial 
statement with footnotes. The letter, the financial 
statements, and footnotes were reviewed by Levy. 

T he October Communications 

Subsequently, a letter dated October 25, 1972 

and a press release dated October 13, 1972, were mailed 
to all MD shareholders, including brokers and dealers, 
and to other persons requesting information about MD. 

Loth the letter and press release were viewed by Levy 
before mailitig. The October letter stated that all 
financing on the Red Mill project^would be settled by 
February 15, 1973, but at tne time the letter was written 
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OPINION 


there vjas no certainty that this would be accomplished 
as projected. The Bass River Township option was the 
same was that described in the August letter. As in 
the earlier communication no mention was made of the 
conditions to which effective exercise of the option was 
subject. The option "to acquire 77 acres of land within 
three miles of a Lmsdale Exit of the Pennsylvania Turn¬ 
pike" set forth in the October letter is the Karleyville, 
Lower Salford Twp, Pennsylvania option described in the 
August letter. Aga'n, as in August, the indeterminate 
nature of the option was not disclosed. 

The option to purchase 700 acres of land in 
Burlington County where MD was planning a retirement 
community of dwelling units, commercial and recreational 
facilities, was subject to passage of a local ordinance 
permitting the construction of such facilities and state 
approval for construction of a sewage-treatment plant. 
The October release failed to indicate that the required 
approval by local and state officials might not be given 
Moreover, purchase of the land was dependent upon MD 
being able to raise one million dollars ($1,000,000) 
and its development would necessitate MD obtaining an 
additional 25 million dollars ($25,000,000). None of 
these requisites were touched upon. 
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OPINION 


Barrett is indispensable to the functioning 
of MD, but this fact vvas not disclosed. The company 
has realized no income or profits since September, 197?> 
and Barrett has been paid no salary. These facts were 
not disclosed. During this period the salaries of 
employees and the expenses of MD were paid by Barrett 
and from the proceeds of sale of MD stock in the fall 
of 1972 . This was nowhere disclosed. Levy reviewed the 
October letter and press release before they were mailed. 
Thomas Brennan 

Thomas Brennan, currently a registered principal 
at Amfco Securities, has worked in the securities 
field since I 966 . Between August, 1972 and February, 

1973* Brennan ran Fairflelds securities trading depart¬ 
ment. He learned of MD from Allen Langenauer of Global 
Securities, and Global agreed to pay Brennan 1/8 point 
above his costs on all purchases for Global. At Global*s 
request to buy MD shares, Brennan entered quotations in 
the Pink Sheets. Brennan's only information about MD 
was obtained from Global consisting of the August and 
October letters and October press release. He had no 
knowledge of the affairs, financial condition, manage¬ 
ment capabilities or the successes or failures of MD. 

His price for MD shares was based on the market for the 
shares. He did not communicate with MD and did not know 
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OPINION 


whether its shares were registered. Fairfield listed bid 
and offer quotations in the Pink Sheets from November 9, 

1972 until December 8, 1972, and purchased between September 
29, 1972 and December 8, 1972, 4,690 MD shades cn the over- 
the-counter market of which 4,450 of those shai-es v/ere 
sold to Global. 

Joseph Cirello, Mayflower 

Cirello is employed as a securities trader 
by Global. From February, 1972, to April, 1973» he 
held the same Job at Mayflower. When Mayflower entered 
bid and offer quotations on MD in the Pink Sheets, Cirello 
traded in MD shares. The bid and offer quotations were 
based solely on supply and demand for MD shares. Cirello 
had no knowledge of MD management capabilities, profits, 
losses or assets. His only information on MD was supplied 
by Global and his inquiries for information from MD wore 
returned address unknown. He intended to maintain a 
position in MD only when he had an unfulfilled order 
from Global. He never ascertained whether MD shares 
were registered with the Commission. Mayflower first 
appeared iri Pink Sheets for MD shares on September 26, 

1972 and the last offer and bid appeared on December 8, 
1972. Between September 27, 1972 and December 1,1972, 
Mayflower purchased 9,078 MD shares in the over-the- 
counter market of which 7,247 shares were sold to Global. 
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On August 20, 1970, pursuant to an offer of settlement 
in which Mayflower neither admitted nor denied the 
allegations, the Commission found that Mayflower had 
wilfully violated §§ 5(a) ,and 5(c) of the Securities 
Act and § 15(c)(1) and 17(a)(3) of the 193^ Act, and 
Rules 15cl-^ and 17a-3, thereunder and suspended 
Mayflower for ^tO days from effecting transactions as 
an underwriter or member of a selling group of a 
registered public offering of securities. 

Anthony Nadino and Carno 

Nadlno Is Vice-President of A. J. Carno, Inc. 

He has been employed by Carno since June, 1971 and 
assmed charge of Carno's trading in September, 1972. 

He began Carno trading in MD shares in June, 1971* 
but at the time he knew nothing about MD. He made no 
inquiry of the SEC to determine whether MD shares were 
registered, and quotations submitted to the Pink Sheets 
by Carno were besed solely on the market for MD shares. 

The August and October letters, the October Press Release, 
data in National Stock Summary from April, 197f', to March, 
1971, and an interoffice memorandum of November 28, 1972 
of Filor Bullard & Smythe constituted Carno's total infor¬ 
mation on MD. Between September 28, 1972 and November 15* 
1972 Carno purchased 11,226 MD shares in the over-the- 
counter market and 9,825 of these were sold to Global. 





OPINION 


The Watson Transaction 

In October, 1972, Levy told other MD directors 
of an opportunity to sell 960,000 unregistered shares 
at $1.10 per share through a Peter Watson. The success 
of the venture required the shares bear no restrictive 
legend and that they be Issued In Watson’s name. Levy 
assured the Board that this was proper procedure, as 
long as Watson signed an Investment letter Indicating 
knowledge that the stock was restricted. Although no 
such letter was ever signed by Watson, the Board In 
reliance on Levy’s representations agreed to the trans¬ 
action and authorized Issuance of 960,000 shares In 
5,000 share certificates. The Board ordered Levy to 
maintain custody and control of the shares until Watson 
Identified the purchasers and had placed the purchase 
price fbr the shares In escrow. When that was done, 
the Watson shares were to be cancelled and new shares 
Issued In the name of the real purchaser. Instead of 
keeping possession, moreover. Levy delivered the shares 
to Watson In October, 1972. In addition. Levy had 400,000 
additional shares allocated to Watson In Dallas. In 
November or December Nadlno was called by a broker In 
California offering 100,000 MD shares for sale. These 
shares were 5,000 share certificates In Watson’s name. 
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OPINION 

In December, Levy requested that Watson return the 
960,000 shares. The first shipment returned consisted 
of 710,000 shares and a receipt for 200,000 In escrov; 
at The Central Cleveland International Bank of New York 
to which they had been delivered as collateral on a loan. 
The remaining shares were not received until January 28, 

1973. 

MD so3d 1,300,000 unregistered shares between 
February, I969, and October, 1972. It has never registered 
its shares with the Commission. 

Vio lations of Section 17(a) Act and Section 

10b of the 1934''Act Have Been Estabiisnea 

The A\agust and October letters and the October 
press release omit material facts in respect of the 
conditional nature of the options cited. Moreover, these 
communications did not reveal Barrett's indispensability 
to the continued existence and operation of MD. Section 
17(a) and Section 10(b) are violated when material 
facts are either not stated or misstated, or when any 
device or artifice is employed to defraud, or when any 
act as practiced operates as a fraud upon any person 
in connection with the sale or purchase of securities. 
Statements, such as those in the August and October com¬ 
munications, have been held to be false and misleading 
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within the anti-fraud provisions of the securities acts 
when essentially qualifying or explanatory information 
is not disclosed. Charles Hughes & Co.j Inc , v. STC, 

139 F. 2d 434, (2d Cir. 1943)» cert , denied , 321 U.S. 

786 (1944). Levy*s responsibility for these documents 
has been established, and his familiarity with the 
securities field makes clear that his action cannot be 
described as inadvertent. 

Moreover, the conduct of Carno and Mayflower, 

Nadlno, Clrello and Brennan in trading and quoting MD 
shares at prices not related to the activities of the 
company is also violative of the anti-fraud provisions 
of the Securities Act. The record established that 
artificially high prices were maintained; that the bulk 
of the shares purchased went to Global and that Brennan 
was assured 1/8 point profit on all shares acquired from 
Global. What was done here constituted fictitious quota¬ 
tions and manipulation of MD shares. See Franklin National 
Bank V. L.B. Meadows & Co. , 318 F. Supp. 1339 (E.D.N.Y. 

1970). The Securities Exchange Act Rule, 17 C.F.R. §240.15c2-l, 
makes it fraudulent for a broker or dealer to publish a 
quotation for any security unless the broker-dealer has 
Information concerning the nature of the issuer's business, 
nature and extent of the Issuer's facilities and 
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\ 

financial information for at least two preceding years. | 

These broker-dealers had none of this information on MD. ■ 

Violations of Sections 5(a) and 5(c) of the Securities 
Act Have Been Established 

The conduct of Levy in authorizing and delivering 
to Watson 960,000 MD shares and without the restrictive 
legend enabled Watson to offer those shares for 
purchase to others. Inquiry was made of Carno for sale 
of 100,000 of these shares and 200,000 shares were in 
escrow at The Central Cleveland Bank. It took six weeks 
after recall for all the shares to be returned. Watson 
during the time he had possession of the shares, was in 
position to offer them as validly issued registered HD 
shares to prospective purchasers. This Watson maneuvering 
v;as aided by the broker-dealers and their traders 
maintaining a market for MD securities. Watson and 
Global needed a market upon which to base a purchase 
price to enable them to dispose of their MD shares. 

The registration provisions were designed to protect in¬ 
vestors by promoting full disclosure of information 
thought necessary for an informed investment decision. 

SEC V. Ralston Purina Co., 3^6 U.S. 119>124 {1953)* 




OPINION 

The Right of SEC to In.1unctlve Relief 

When the SEC seeks injunctive relief, the 
test to be applied is whether a proper showing of need 
has been established. SEC v. Broadwell Securities , 

Inc., 24C F. Supp 962 (S.D.N.Y. 1965). In TO v. Rhode^ 
Pharmacal Co. , 191 F. 2d 744, 747-748 (7th Cir. 1951)* 
the court defined proper showing as a "justifiable basis 
for believing, derived from reasonable inquiry or other 
credible information, that such a state of facts probably 
existed as reasonably would lead the Commission to believe 
that the defendants were erigaged ..." in activities in 
violation of the securities acts involved. . 

Discontinuance or a claim of Intent to discon¬ 
tinue illegal activity and even cessation of illegal acts 
are no bar to granting of Injtinctive relief.. United 
States v. Parke. Davis & Co ., 362 U.S. 29 (I960). Proof 
of fraudulent intent is not essential to establish the 
commission* B right to injui.ctive relief under Section 
17 (a-). SBC V. vain Horn , 371 F. 2d l8l Cth Cir, 1968). 
Nor is fraudulert intent a requisite to injunctive relief 
under Section 5, ^ v. Mono-Kears arpe Consolidated 
Mining CO., I67 F. Supp. 248 (D. Utah 1958); nor is bad 
faith or evil motive an essential ingredient before 
prophylactic relief by the Commission may be secured for 
Section 10b violations. SEC v. Texas Gulf Sulphur .C^, 
401 F. 2d 833 (2d Cir. 1968). 
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OPINION 


The illegal conduct of defendants and the 
Commission's right to injunctive relief have been clearly 
and conclusively established. Accordingly defendants 
Levy, Carno, Nadino, Mayflower, Cirello and Brennan are 
enjoined from violating Sections 5(a), 5 (c) and 1? (a) 
of the Securities Act of 1933, and Section 10 (b) of 
the Securities Exchange Act of 193^ and Rule 10 b-5 
thereunder in connection with MD or any other securities. 

SETTLE ORDER 


s/ Robert L. Carter 

-ROBERT L. CKWER 

U.S.D.J. 

Dated; New York, New York 
March 29, 197^ 


U/10/7^ 

Corrected copy 
s/ Robert L. Carter 

u.s.dtt: 
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ORDER OP PRELIMINARY INJUNCTION 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE COMMISSION 

Plaintiff, 

-against- 

MANAGEMENT DYNAMICS, INC. 

WILLIAM N. LEVY 
EDWIN BARRETT 
CLYDE GOFF 
EPHRAIM HOFF^iAN 
PETER R. WATSON 
GLOBAL SECURITIES, INC. 

ALLEN LANGENAUER 
DAVID LANGENAUER 
BERNARD OSCHERS 
LEE SCHNEIDER 
A. J. CARNO, INC. 

ANTHONY NADINO 
MAYFLOWER SECURITIES, INC. 

JOSEPH CIRELLO 
FAIRFIELD SECURITIES, INC. 

THOMAS F. BRENNAN, III 
SAMUEL D. HODGE 

Defendants. 


Upon the complaint filed in this actJon on .lunt 13, 
1973 , upon argument and evidence present mi hy the plaintiff an.I 
defendants at. a hearing on October 19 O'^tob<'r ''3,1973, unon 
the Opinion, Findings of Fact and Conclusions of Lav' of United 
States District Judge Robert L. Carter dated March 29, 197^, 
and upon all other papers and proceedings herein, and the Court 
having considered the matter and being duly advised, it is 
hereby 

ORDERED that the defendants William N. Levy, ("Levy"), 
A. J. Carno, Inc. ("Carno"), Anthony Nadino ("Nad'no"). 


73 Civil Action 
File No. 26^12 (RLC) 


ORDER OF PRELIMINAR 
INJUNCTION AGAINST 
DEFENDANTS WILLIAM 
N. LEVY, 

A. J. CARNO, INC., 
ANTHONY NADINO, 
MAYFLOWER 
SECURITIES, INC., 
JOSEPH CIRELLO 
AND THOMJVS 
BRENNAN 













ORDER OP PRELIMINARY INJUNCTION 


Kayflower Securities, Inc. ("Mayflower”), Joseph Cirello 
("Cirello") and Thomas Brennan, III ("Brennan"), their 
agents, servants, employees, attorneys and those in active 
concert or participation with them, and each of them, be and 
hereby are preliminarily enjoined from directly and indirectly, 
singly and in concert, in the absence of applicable statutory 
exemptions: 

(1) t aking use of any means or instruments of 
transportation or communication in interstate 
commerce or of the malls to offer to sell through 
the use or medium of any prospectus or other¬ 
wise or to carry or cause to be carried any 
securities of Management Dynamics, Inc. ("MD") 

or any other securities, unless and until a 
registration statement is filed with the 
Securities and Exchange Commission as to such 
securities; 

(2) Making use of any means or Instruments of 
transportation or communication in interstate 
commerce or of the mails to sell securities of 
MD or any other securities through the use or 
medium of any prospectus or otherwise, unless 
and until a registration statement is in effect 
with the Securities and Exchange Commission as 
to such securitiesj 





ORDER OP PREUMINARy INJUNCTION 




(3) Carrying securities of MD or any other securi¬ 
ties or causing them to be carried through the 
mails or in interstate commerce by any means or 
instruments of transportation for the purpose 
of sale or delivery after sale, unless and until 
a registration statement is in effect with the 
Securities and Exchange Commission as to such 
securities; and it is further 
ORDERED that the defendants. Levy, Carno, Nadino, 
Mayflower, Cirello and Brennan, their agents, servants, 
employees, attorneys, and those in active concert or 
participation with them, and each of them, be and hereby are 
preliminarily enjoined from, directly and Indirectly, singly 
and in concert: 

Employing any device, scheme or artifice to defraud, 
engaging in any acts, practices or courses of business 
which operate or would operate as a fraud and deceit 
upon purchasers and prospective purchasers, making any 
untrue statements of ^ material fact or omitting to 
state any material facts necessary in order to make 
the statements made, in the light of the circumstances 
under which they were made, not misleading in 
connection with the purchase, offer or sale of 
securities of MD or any other securities while 
making use of any means or instmmentallty of 
Interstate commerce or of the malls, or of any 
means or instrur ent of transportation or communication 
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in interstate commerce. 


s/ Robert L. Garter__ 

UNITED STSTfiS district juDW 


New York, New York 
April 15, 197^ 
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aren't you? 

A Yes, Qlr. 

U You signed consent to a judgnent of permanent 
injunction agalnat you, didn't you? 

A Yes, sir, 

Q Were there any promises, offers or any quid 

pro quo that was offered to you in return for your signing 
that consent? 

A No, sir, 

Q Did I in any v/ay indicate tliat by signing the 

consent the Commisaion or I would give any l}encfit or re¬ 
ward to you? 

A No, sir, 

MK. FRANK': If your Honor please, I object 

to this, I fail to see -- 

THE COURT: The objection is overruled, 

0 (!ould you toll me what your present onploymont 
is, please? 

A I ^un the president and chairman of the board 

of a company known as Management Dynamics, Inc. 

O Could you tell the court what your !)ackqround 

is? 

A Yos. I am a professionalbuilder and land 

developer. 
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Q could you tell ua how long you have been doing 

this? 

A In buainess for myself since 19G2 — 

THE COURT: 'ir. Diotz, let's not got involved 

in irrelevancies. The issue is not wliat he lias been 

I \ 

doing; the issue is what he has been doing for Management 
Dynamics. I think that's the issue. Stick to it. 

MR. DIETZ: If I might, your Honor, I'd like 

to qualify him as an expert in tlio area of land 
development. 

THE COUi^T: All right. That's the critical 

issue in this case? 

MR. DIETZ: It in one of then, your Honor. 

It relates to the alleged fraudulent statements and omis¬ 
sions to state material facts. 

THE COURT: All right. 

by MP. DlEVr: 

y Mr. Barrett, aliout how many developments have 

you constructed inyjur career? 

7v Developments over -- developments of a size suf 

ficiently large enough to be called developments, I 
%/ould say at least 20. 

Q During the 10 years of your career have you 

appeared before zoning boards? 
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A 

Yes, sir. 


3 

Q 

Have you appeared before township coinmitteo 

■■ 


4 

meetings? 



5 

A 

Yes, sir. 


6 

Q 

Have you a|>pearod before state IxDards? 


7 

A 

Yes, air. 


8 

Q 

Have you appeared before environmental protec- 


9 

tion boards? 


10 

j 

A 

Yes, sir. 


11 

0 

Have you appeared before the Federal Housing 


12 

Administration? 


13 

1 

A 

Yes, sir. 


14 

0 

And have you appeared before the Office of 


15 

New ConununiticB? 


16 

A 

Yes, sir. 


17 

Q 

Vitould you be able to estimate approximately 


18 

what the ! 

sum total of these appearances is? 


19 

A 

Ho, but many. 


20 

Q 

Would it be more than 


21 

A 

Absolutely. 


22 

U 

More than lOn? 


23 

A 

Very difficult to tell. 


24 

0 

Have you ever testified before in other matters 


25 

as a person who is expert in the sort of work that you 
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do? 

A Yes, I have been qualified as an expert in real 
estate and construction in the County Courts of Philadelphia 
and have so appeared and testified. 

Q Would you tell us, please, how you became 
involved with Management Uyneunics? 

A I became involved with Management Dynamics 
through the offices of my accountant, Norman Weiner, 
and my attorney, William l^evy, 

0 Would you describe your conversations with 
Mr, Levy which preceded your association with Management 
Dynamics? 

THl' COURT: Is that the Levy who is a de¬ 

fendant in tliis case? 

MR. DIKTZ: Yes, that's riglit, your Honor. 

A I am sorry, I don't really understand the 

question. 

V) Did you have any conversations with .Mr. Levy 

which preceded your involvement with Management Dynamics? 

A Yes. 

Q Would you tell us of them, please? 

MU, FRANK: Can we have the time and date 

fixed, please, your Honor? 

A I met Mr. Levy in the late fall of 1071 at the 
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iiomc of my accountant, Mr. Weiner. 'Ir. Levy and I 

engaged in conversations in which Mr, Levy was told of my 
desire to have ray business operated through the 
vehicle of a public company. Mr. Levy wes introduced to 
me as an attorney who was knowledgeable in the field of — 

MR. PRANK: I object, your Honor, to v/hat 

tlie \/itnesn is repeating as hearsay. That is not 
conversation. 

TIIF i:OURT: I agree. What we want to know, 

I think tlio question was did you have any conversation v/ith 
Mr. Levy before you became involved in r\anagement Dynamics, 
and the defendants are entitled to know, one, if you 
can indicate it, when that conversation or conversations 
took place, as accurately as you can, and as precisely 
as you can recall, v/hat Mr. Levy said and what you said. 

If yDu cannot recall what ^Ir, Levy said and what you said, 
if that has been exhausted, then you can state what t!iu 
substance is of the conversation. 

THK WITNESS: I understand, your Honor. 

A V/hat I am trying to indicate is that I knew 
!lr. Levy quite some time,meaning a period of at least 
seven or eight months, pr^or to becoming involved in 
Management Dynamics, Wo had many conversations on 

many subjects, not all of them pertaining to the matter 
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at issue here. 

I could in no way, unless y>u ask me a specific 
question, just tell you what the conversations that I 
had with Mr. Levy were. 

Is there some specific question you would like 
me to answer? 

Q I>o you recall any of the specific conversa¬ 

tions that you had with ?4r.Levy regarding your coming 
into Management Dynamics? 

A I recall conversations and I cannot pinpoint the 

time# they were some time from the time I met Mr. 

Levy until the time I actually became involved witl^ 
Management Dynamics, in which we discussed various things, 
amongst them. No. 1, my desire to operate my business by 
means of the vehicle of a public company? No. 2, what 
rules that I had set down for such involvement based 
upon ray own experience and knowledge. And those 
things were part of the conversation. Those things 
were. No. 1, I was concerned about taking my own company 
public, as it were# and I was told and still believe 
today that that would have been an expensive and undoable 
thing? No. 2, what other ways in which my company could 
heoone a public companyi No. 3, under what circumstances I 
would »>e willing to enter into such an agreement or into 
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such an arrangement, and so on. Specifically, I guess 
the one major thing that comes to my mind that we 
discussed was that if I ware to be acquired by — 

MR. HELJi Your Honor, could we get a fix 
on who said what to whom? 

THK WITNESS: So far it is all my conversa¬ 

tion. 


MR. HELD: I just wanted to make that 

clear for the record. 

THE COURT: He has made that clear, Mr. 

Held. 

A My telling my conversation with Mr. Levy in 
which I was making clear to him what I wanted and under 
What circumstances I would — and what I would be willing 
in effect to pay for what I wanted, which was to he in¬ 
volved with a company that had no prior debt of its own 
and in aoompany that was not about to ha sued in some 
way that would cause roe to expend our capital to defend 
this company's past problems. 

I cannot in all honesty give you any feed¬ 
back as to what Mr. Levy's answers v;cre because the 
kinds of things that I was discussing with him were 
mainly me explaining to him whet I required. 

0 bid he at any point say to you that he would 
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bo able to help you? 

A Yes. 

MU, HELD: Your Honor, I object. That's 

a leading question. 

THE COURT: Objection overruled, 

Q Dirt he Indicate at any time any agreement with 
your objectives, as you just stated them? 

MR, HELD: Your Honor, he has already 

answered tiiat question. He said he could not — 

THE COURT: Overruled. 

A I can't really say if his answers meant 

that he agreed with my objectives, but certainly Mr. Levy 
did not indicate that there was anything wrong with 
my objectives. , 

0 Did Mr, J.evy ever indicate that j ou might 
consider filing a registration statement? 

A That was one of the things that we had discussed, 
as I believe I said a few moments ago, and the conclusions 
that I drew, that for the type of business that I was 
in and in that particular time in history, that that would 
be an unacceptable way for me at that time to become a 
public company, 

0 Was this your conclusion or Mr, Levy's or both 
of yours? 
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A It was my conclusion^ based on some conversation 
with Mr. Levy, some conversation with ray accountant 
as to the cost of these things, and conversations with 
friends of mine who are investors in the stock market, 
who have told me that building and real estate companies 
are not exactly tlie' kind of companies in which people readily 
invest their money, especially small ones, like mine, 

Q How did the narao Management Dyneunics first 
enter into those conversations? 

A ;ir. Levy told me about it. 

Q What did he tell you? 

Mil. FRANKi Can we have a date fixed on this 
conversation now, your Honor? 

Do you recall about when this conversation 

took place? 

A Gorae time during the month of June, 197 2, per¬ 
haps give or take 30 days either way. I can't pinpoint 
the date precisely. 

Q Did you attempt to go public through another 
company before the name of Management Dynamics was — 

MR, HELD: Your Honor, I object to that ques¬ 

tion as totally imnaterial to Management Dynamics. 

THE COURT: I don't understand that either. 

MR. DIETZ: Your Honor, the witness, I think, 
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if allowed to testify, would tell that he was introduced 
by Mr. liBvy to another company and that he attempted to 
infuse some of his assets into this other company 
and that there were some problems, so Management Dynamics 
was a second effort to take these assets public. 

MR. HELD: Your Honor, that's totally im¬ 

material. 

THE COURT: I don't think that has any 

hearing on this case. 

MR. DIETZ: The bearing, your Honor, is that 

Mr. Jiovy now has twice attempted to do the seme thing, 
similar acts. 

MR. HELD: Your Honor, I — 

THE COURT: All right, 'Ir. Held, I under¬ 

stand. There is no jury here, so tl.ere is no point 
in — there is no jury here and if you want to make an objec¬ 
tion, make it for the record, fine. Objection sustained. 
Move on. 

BY MR.DIETZ: 

Q Would you tell us of your conversations with 
Mr, Levy in or about June of 1972 concerning Management 
Dynamics, please? 

MR, PRANK: If your Honor please, I don't 

like to interrupt the witness' testimony. Am I to 
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understand that all of these conversations up to tliis 

3 

point, there no one present — by that I mean none 

4 

of the other defendants — except Mr, Levy and Mr. 

5 

Barrett, all these conversations? 

6 

THE COURTS If you want to aak that qtsestion 

7 

you are going to have a chance to do so. Stop 

8 

interrupting except on a valid o)>jection, please. 

9 

Proceed• 

10 

BY MR. UlETZs 

11 

Q Mr. Barrett, do you want the question read 

12 

back to you? 

13 

A Would you please repeat the question. 

14 

Q The question is could you relate, please. 

16 

to the court your conversation or conversations with .4r. 

16 

Levy in or about June of 1972 in which the subject of 

17 

Management Dynamics was first mentioned to you by Mr. 

18 

Levy? 

19 

A To the best of my recollection, Mr. Levy told 

20 

me about Management Dynamics, He told roe that this was 

21 

a company in which he had — a company he had been involved 

22 

with I think from its inception, that he knew it very 

23 

well, and that in knowing it very well he knew that it fit 

24 

the needs or the requirements that I had for getting 

25 

involved with the company, with another company. 
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Daslcally, those were the preliminary 
conversations, without getting a lot of verbiage in¬ 
volved, 

Q Did Mr, Levy indicate to you the number of 
shareholders of Management Dynamics? 

A I believe he did, but I don't think that was 

something that we discussed in the early stages of our 
discussions regarding Management Dynamics. 

Q Did you discuss Management Dynamics with any¬ 

one else before these discussions with Mr. Levy? 

A No, I had never really ever heard of Managment 
Dynamics until I discussed it with Mr. Levy. 

y Have you ever been in Mr, Levy's law office? 

A Yes, sir, 

Q On the wall in Mr, Levy's office — 

Mh, HF.LD; Your Honor, I again object. 

This is totally immaterial, 

Tlir COURT; I don't understand what all this 
is about. What difference does it make what he has on 
his walls? 

MR, DIETZ; Mr, Levy has indicated in an 
affidavit su>Mnitted to the court that he is not an expert 
in securities laws, I want Mr, Barrett merely to 
testify that on his v/all there are some 20 registration - 
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THE COURT: What difference does It make 

whether he is or isn't an expert? 

MR. DIETZ: The fact that being an 

expert in securities laws, he should he all the more 
wary of the sort of activity he engaged in here. 

THE COURT: The point is that if he violated 

the law he has violated it, Mr. Dietz. Let's move on. 
Let's move on to something that is within the realm of 
the issues that are here. 

BY -m. DIETZ: 

Q Mr. Barrett, could you describe what next 
happened after these discussions with Mr. Levy? 

A After the preliminary discussions with Mr. 

Levy v;e had other meetings. During those meetings .*lr. 
Levy told me more about Management Dynamics in terms of 
its debt structure, which was my primary concern. 

We may have discussed peripheral issues, as you indicated 
before, such as the number of stockholders which was — 
as long as there was more than a few hundred, as far as 
I was concerned, that made it a public company. 

We discussed the fact that it was a company 
that was trading over-the-counter, and roost of this 
was not so muoh discussion as Information gathering, Mr. 
Levy telling me what he knew about tlie conpany, mo 
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listening to him and making deolsion on my own as to ■ 

whether or not I would get my <?— allow myself to become 
Involved with ^fanagenent Dynamics. 

0 Did Mr.Levy tell you idiether the stock of 
fianagenent Dynamics had over been registered with the 
Securities and Exchange Commission? 

A Ho, 1 never askcKi him that question. 

Q Did he ever volunteer tliat information? 

A I don't recall. 

Q After these discussions what next happened 
concerning your involvement with Management Dynamics? 

A I was sufficiently Interested in Management 

Dynamics to enter into an agreement with the company 
to put in $100,000, more or less, of my assets and 
to receive for that, subject to stockholders* approval, 

2.7 million shares, more or less, of the company's stock, 
that amount of shares being the amount that would give me 
control of the company. 

Q On or about August 15th do you know how many 
employees Management Dynamics had? 

THE COURT: August 15th when? 

MJ?. DIBTZi I aua sorry,your Honor. August 

15, 1972. 

Q Do you know how suiny employees Management Dynamics 
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had? 

A I aseime none* 

U IK> you know If it had any incoaie then? 

A I also aaauine none. 

THK CX)UUTi This was before you took over? 

THE WITNESSX YeS, sir. 

Q DO you know whether it was realizing any 
profits at that time? 

A I again assume none. 

MR. HBLOt Your Honor, 1 object. The 
answer is "I assusM* rather than factual statements as to 
whether there were or were not. The assumption is a 
conclusion from the witness; he assumes this based 
upon — 

THE COURTS The point is I gather that the 
essence of the answer is he doesn't know. 

Q Did you ever ask Mr. bevy any of these 
questions? 

A Those were the kinds of questions that were 
really not necessary, as far as I was concerned. The 
company's activities were presented to me at that time, 
they had no activities at that moment, and therefore I 
could assume they had no employees and no Income, ot 
cetera, at cetera. That is the basis of my assumption. 
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THE COURT: I don't believe that the issue 

here is that Mr. Barrett is an innocent young roan 
being put into control of this business by tlr. Levy. 

You have established tha^ Mr. Levy was the priroe 
architect in it, and Mr. Barrett only took over at what¬ 
ever point he took over the coropany, and I assuroe that 
if he can buy a controlling interest in a company for 
^100,000, that the assumption seems to roe that at that 
point that he was the one that was involved. Let's 
move on. 

14?.. DIETZ: Your Honor, the point that I am 

trying to ostedjlish is we will prove an over-the- 
counter market for the securities of Management 
Dynamics between ^ugust 15th and the time tliat Mr. 

Barrett's assets went into the company, and that during 
this time the cosipany really was nothing besides a 
shell. 

THE COURT: I don't know. Can you establish 

that with this witness? This witness doesn't really know, 
does he? 

MR. DIETZ: If I might ask him one more 

question, your Honor — 

Q Did Mr. Levy ever describe the condition of 
Manag«Dent Dynaad.es to you on or about the 15th of August, 
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1972? 

A Y«8. 

U What was that description? 

A Mr. I.evy described the company as a company 

shose business activities were nil, whose assets were 
confined to a small one-acre tract of land in Canada, 
whose debts amounted to approximately 45 or 50 thousand 
dollars. And you say on or about, I am going back be¬ 
fore the middle of August, those are Involved in our 
preliminary discussions, and that its former activities 
were in the area of consulting in management matters 

with other businesses and that it had bobm activity. 

• 0 

in the real estate field, as witnessed by the fact that 
in fact it owned a piece of land, et cetera. Other 
than that, there wasn't very much of a company to de¬ 
scribe. It was a company whose business activities were 
reduced to zero by its former management. 

0 bid you seek out information about Managment 

Dynamics frexn any other source than Mr. Levy? 

A No. 

Q Did there come a time when tliere was a 

shareholders meeting that ratified the agreement that you 
had entered into? 

MR. PRANKt Excuse IQS. I objjeot, your 
Honor. Pirst, there is a fact that has not been put 
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I 

before this court. A shareholders agreement you 
entered into. There has been no prior reference to an 
agreement. 

THE COURTt There has. The agreement was 
that he would put $100,000 into the company and get 
sufficient stock to get control. All right. If 
you are going to make objections, gentlemen, listen, 
listen to the testimony. 

MR. FRAMKi YouT Honor, I assume that the 
agreement that the witness referred to what is memorialized 
by some form of writing. 

THE COURTt Proceed. You can ask that when 
you get up for cross examination? 

0 Has there a shareholders meeting that followed 
your discussions with Mr. liOvy? 

A There was a shareholders meeting held on Sep¬ 
tember 6, 1972, and the purpose of that meeting was to 
ratify the agreement between myself and the company. 

0 Has that agreement ratified? 

A Yes, it was. 

Q At the same time was the number of shares 
authorized to be issued by the company increased? 

A I believe it was, yes. 

Q 130 you remember the number that it was 
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Increased to? 

A I believe 8 million. 

Q Vfhat was the pxirpose of the increase in the 
number of authorized shares? 

A To the best of my knowledge, the purpose for 
increasing the authorized shares was as follows: In 

order for me to get control of the company, I was given 
2.7 million shares of stock. There was approximately 
1.3 millic . shares already outstanding making a total more 
or less of 4 million shares. The additional 4 million 
sliares of authorization was done at that time so that in 
the event, as I understand it, in the event there was a 
possibility to make future accusations of other companies 
or other assets with tJie company's stock, that that 
stock would be available andnot require another share¬ 
holders meeting in order to get such an approval. 

Q Do you recall who suggested the increase in 
the number of authorized shares? 

A Hot specifically, no. I believe that 
almost all t!ie activities we did v/ithin tlie company 
were done with consultation with the board of directors 
and our counsel, rir. Levy. 

Q Did you suggest that the number of shares be 
increased? 
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A I don't recall. I think it was done by the 
group of people who were Involved in the management of the 
company. 

Q DO you recall who first suggested that the 
number of shares be increased? 

A >ir. Diets» I do not, unfortunately. 

Your Honor, may I just make a one-sentence 
explanation? The increase in number of shares to 
8 million was not a major issue, it was not sosMLthlng 
that anylKxly had dwelt upon at any length. It was 
something that was done as a part of the activity of 
having nio come into the company and not as some specific 
act that was dwelt upon at great length. 

Q Are you familiar with the name Peter Watson? 

A Yes. 

0 When did you first hear Hr. Watson's name? 

A October, 1972. 

\ 

Q In what circumstances did you hear his 

name? 

A His neune was first mentioned to me by Mr. Levy. 
Q Could you tall me what Mr. ijevy said at that 

time? 

A Yes. Mr. I.evy said that Mr. Watson was 

an agent for investors, for investors. He represented 
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people who wore investing their money in small com¬ 
panies, in restricted stock of small companies. 

Basically, that's what I know and know now about Ir, 

e^ 

Watson and what I knew then. 

0 Could you confine your answers, please, to what 

occurred at ti\G time that we are referring to, w’aicli 

would be October, 1972? 

Did Mr. Levy indicate that ?<r, Watson 

wanted to have any involvement with your company? 

h Yes. Mr. Levy indicated that ?4r.Watson, for 

his clients, would be able to make a substantial pri¬ 
vate placement of our unregistered stock. 

0 How many shares was this going to be? 

A I believe the amount was 5fi0,b00. 

Q Were there any further discussions concerning 

this private placement? 

A Yes. 

Q Would you tell the court about them,please? 

A We had a board meeting to authorize the 

issuance of the shares to Mr. Watson. We were told 
that one of the prerequisites of Mr. Matson's 

MR,HELD: Your Honor, can we establish who 

these discussions were with? 


THE COURT: Allright. 
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BY 'm. DIETZi 

Q Did Mr, Goff participate in these discus¬ 
sions? 

A Yes. 

Q Did Mr,Hoffman participate — 

A Excuse me. Mr, Ooff was ~ yes, the answer 
is yes. 

Q Either in person or by telephone? 

h Yes, Mr. ('lOft was kept informed and in some of 
rhe meetings he was present. 

Q If you could say there v/as a moving force behind 
these discussions, who would it be? 

MR. HELDt I object, your Honor, 

A May I answer the first question? I don't think 
I have annv/ered it. The answer is these discussions 
were held with the board of directors of Management Dy- 
neunics, all of the board of directors. 

Q Who first suggested this private placement? >*' 

A Mr. ijeyy. 

C Who Informed you of the conditions of this 
private placement? 

A Jlr, Levy. 

0 What were those conditions going to be? 

A Wo would issue 560,000 shares of our 

159a 

aAiiTM^aii «i«T»irT ii • 













lha 


Barrett-direct 


30 


restricted stock, and that the najor condition was that the 
stock be issued without a legend on it, have no 
printing on it to say that it was restricted stock. 

0 Do you mean by restricted stock stock that 
was not registered with the Securities and Exchange 
Commission. 

I 

A I don't quite know what t)iat means. ’’.y under¬ 
standing of what restricted stock was and still is, for 
tliat matter, that is the stock that cannot be traded. 

Q Did the stock that you received when you came 
in to Management Dynamics carry a legend on it that it 
wan restricted? 

A Yes. 

Q Did you raise any questions concerning why 

Mr. Watson's stock didn't have to hear a similar legend? 

A Yes. 

t) Wliom did you raise these objections with? 

A I don't know if they were objections. 

There were questions asked and we raised them \;ith M.r.Levy. 

Q What did !lr. Levy say? 

A Mr. Levy said that legends were put on stock 

for the safety of the company and that they were not — 
and that it was better to have legends on the stock, but 
it was nOv a legal requirement since Mr.Watson's re- 
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quirement waa that the stock didn't have a legend on it, 
so long as he signed an investment letter which said 
that he recognized the stock was restricted, that that 
would be sufficient in terms of whether or not it was a 
legal act. However, he did tell us that we were 
taking some risk and that risk was described as a possible 
liability on the part of the company if Mr. Watson 
acted in an illegal manner. That is that he took the 
stock and did not represent it as to be restricted 
stock and injured some third party. 

Q Was there some way that you protected your¬ 
self from Mr. Watson obtaining possession of this stock 
and using it in such illegal manner? 

Wo tiiougJjt that we had. 

(} What v/as the procedure that you used? 

« There were several things, and some of them at 
Mr. Levy's — with Mr. Levy's advice, that made sense. 

One was not to issue the stock in certificates smaller than 
5000. The information was that the stock v/as not 
to be given to Mr, Watson directly, hut ^tr. Levy was to 
have it in his possession until such time as Mr. Watson 
actually identified his investors and put up the money 
into an escrow account and gave us time to check out the 
people who \;ero investing, and, as a matter of fact, I 

16 Jla 

SOIITHCNN DHTmCT rOUHT liPPOIITR«l U.t. COURTMOUtF 








lha 


Barrett-direct 


32 


believe — and I cannot remember precisely, but it is 
ray belief that the stock that we gave to Mr. Watson was 
not to bo the stock that was ultimately to be put into 
the hands of the investors, but that stock was to be 
put in their naiae and therefore it would be required 
to go back to the transfer agent, lie cancelled and nev; 
certificates issued. Wo felt if we gave the stock 

to our counsel and a board member to physically keep in 
his hands ~ 

Q Excuec rao. That would be Mr. Levy? 

A Yes, to handle the transaction between the 

company and Mr. Watson and his principals, that we would 
have sufficient protection in that the stock would not 
leave — would not bo out of our control really at any time 
until, (a), wo had a chance to identify the ultimate 
investor and, (b), that the company received payment 
for the stock. 

Q Could ’ ^u describe the events that happened 

concerning this 560,000 shares? 

A Yes. Some time in the middle of October the 
stock was Issued on the authorization of the board, and 
it was issued in the manner in which the demand was H»ade 
by Mr. Watson. Mr. Levy took physical possession of tie 
stock and personally flew down to Florida, I believe It. 
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Lauderdale or some other smaller town in Florida - - 

Q Could Mr. Levy have flown to Tampa? 

A Tampaf yes. Excuse me. I stand corrected. 

I think it was Tampa. Mr, Levy's instructions were 
not to let the stock out of his hands until he had seen 
to it that these steps were taken^ Do you just want me 

to continue in the form of a naurrative? 

Q Yes, would you, please? 

A About three or four days after Mr. Levy left 
ho called, I think we spoke to him the day after, he was 
locating 'ir. Watson, they were having meetings and 
discussions, and apparently there were some smkll 
problems as to what would be done physioally with the 
certificates. I believe Mr. Watson wanted them 
in his possession so hecould show his clients without 
identifying ^em» There was a lot of conversation back 
and forth. We didn't, however, relieve or rescind our 
instruction not to let the stock out of his hands. 

Those discussions on the telephone took place once a 
day for throe or four days (rom the time of Mr. I>evy's 
departure. 

On the third or fourth day after he loft l\r. 
Levy called and informed us that he was coming back. 

We asked him, "Do you have the money?" and "Is every- 
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thing okay?" and Mr. Levy said, "Mo." 

"no you have the stock?" 

He said, "No, I gave it to Mr. Watson to 
be put in escrow because there was some problem in 
identifying or getting together his principals," 
whereupon ?lr. Levy returned to Philadelphia v/ithout the 
stock. 

Q Was tiiere any discussion with Mr. Levy con¬ 
cerning why the stock had to be issued at all? 

^ Yes. 

Q Could you tell us about that, please? 

A ‘ir. Levy informed us that Mr. Watson's re- 

quiremfsnt th«3it the stock be issued was so that Mr. Watson 
could prove to his principals that he in fact was in con¬ 
tact with t)iO company and could consvunroate a purchase 
of our stock. 

0 Was there any discussion concerning why the 
stock wasn't issued in one certificate of 560,000 
shares? 

A No, there wasn't any discussion al..out it, 

« 

except that that v;as what Mr. Watson's demand was. 

In fact, if I remember correctly, I think Mr. Watson wanted 
the stock in smaller amounts and Mr. Levy insisted that 
there be no smaller amount than 5000 shares, a certifi- 
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cate of 5000 shares. 

Q These 560,000 shares were Issued in 5000 share 
units? 

A Yes. 

Q Did Mr, I^evy authorize this entire — did 
*lr. Levy review this entire procedure of the issuance of 
stock to Watson? 

A I eua afraid I don't follov; you. 

Q Oid you as president of the company rely on 
i'ir. l.evy's expertise as legal adviser to the company in 
doing this, v/hat you just described to the court? 

A Yes. But I must say that this was done by 
the ))oard of directore* and Mr. Levy was a board member, 
so that we did this action, we had discussions hack and 

fortli between all the }x>ard members as to how it would 

# 

be handled and Mr. Levy was authorized by the board to 
make the necessary arrangement to complete this private 
placement. 

0 Oid Mr. Levy ever indicate that there was 
rnythinq legally wrong v;ith doing what you did? 

A Mo. 

U Was 560,000 shares the total number of shares 

that were given to rir. Watson for tlie private placement? 

A Mo. 
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Q Were there subsequently shares that were added 
to these 560,000? 

A Yes, 

Q Could you describe how that happened? 

A Some time after fir. Levy's return ho informed 

us that he was contacted by Mr, Watson who I believe for 
reasons that ho had increased the number or changed the 
persons to wliom ~ from whom this investment was to be re- 
ceivetl, that he wanted the amount of shares increased 
an additional 400,000 shares. 

Q Did the board authorize this increase? 

A Yes. 

Q now were the additional 400,000 shares pre¬ 

pared? 

A In the same way the original 560,000. 

Q Did these shares carry any restricted 

legend? 

A Wo, they were exactly the same as the original. 

Q Did Mr. I^vy participate in the discus¬ 

sions that led to the issuance of those 400,000 shares? 

A Yes. There wasn't any need to go through the 
same discussion as to whether or not it was legal or not, 
and so on and so forth. We were already relying on that 
judgment. This was only a matter of whether or not we 
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should issue another 400,000 shares under the exact same 
circumstances of the first Seo^OOO, and we did so. 

Q Was Mr. Levy dispatched again to see Mr. 

Watson in person? 

A Ho, Mr, Levy wasn't dispatched. Wo didn't 

really send him. He is not an errand boy. But we let 
him control the transaction, yes, Mr, Levy was 
authorized by us to cause the shares to be issued and to 
mako sure that the delivery was done and to protect the 
company and the board in the way that ho was instructed 
the first time. 

Q Do you remember when these additional 400,000 
shares were sent to Watson? 

A The end of October, perhaps during the first 
week of Wovember. I couldn't tell you precisely what 
date. 

0 What transpired after that time? 

A We were assured tliat Mr. Watson would conclude 
this transaction within a week or 10 days from the time 
he received the additional 400,000 shares of stock. 

0 Did you speak with Mr, Watson? 

A Once. 

0 What was tho source of this infoirmation that 
you are relating to us? 
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A All of our contact with Mr. Watson initially, 
with the exception ~ in fact all the time with the 
exception of one time I spoke to him was through Mr, 

Levy. 

Q To your knowledge, had any of the other board 
members ever spoken with Watson? 

A I don't really know. I don't think so, but 
I just don't know. 

Q Would you continue, please? 

A Well, we waited the 10-day period or the one- 

week period, which took us somewhere into the middle of 
November, and Mr. Watson was not heard from. Mr. Levy 
informed us he hadn't heard from him. Than he told us 
some time in that period that he had a telephone conversa¬ 
tion and Mr. Watson had a problem of one kind or another, 
and finally after the period of time had expired for this 
concluded, I found out through .Mr, Levy that Mr. Watson 
was in a hotel in Dallas, Texas on some business or other 
of his ov/n, and I am not sure whether I called him in re¬ 
sponse to a call from him because we were waiting to hoar 
from him to find out what was the ultimate disposition 
of tills case — I am sorry; this transaction, and not 
hearing from him I found out that he was in a hotel in Dal¬ 
las and placekl a call to him. My conversation with 
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him was briefly as follows: Tir. Watson, your time is 

up. We want either the money or the stock." 

Mr, Watson thereby informed me that he was 
having some difficulty in terms of getting together witii 
his principals and he needed a little bitmore time. It 
was my judgment that since we had already waited 10 days 
and since the stakes were rather high, the benefits to the 
company would have been very great, it wouldn't hurt ur. 
to wait another few days. 

We gave Mr, Watson another week. The week 
went by, We didn't hear from Mr. Watson. That took 
us close to the end of Movemljer, and the action I took at 
that time was. No. 1, to cancel the certificates; No. 

2, to send a letter to the transfer agent over my 
signature vvhich said Uiat no stock v/as to be issued in 
Management Dynamics stock without a legend on it and 
without a written authorization from the company with 
the corporate seal, signed by the president and the secre¬ 
tary; and, No. 3, Mr. Levy reported the stock, I believe 
to the FBI in Camden, as stolen; and. No. 4 , I think Mr. 

Levy asked the SEC ~ I don't guite know how it came about, 
but wo allowed him to handle that ~ to suspend the trading 
of the company's stock until such time as we recovered 
the stock, v/hich wo ultimately did. Wo got all the shares 
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back intact,. 

C) When did you got all the shares back? 

A From the end of November through early in 

January. Most of the shares, the groat bulk of them, 
came back very quickly. They were sent from ?lr. Watson's 
office in — Mr, Watson got them liack. How, I don't 
know exactly, but I know they were given back, and then 
there were 50,000 shares wo did not get hack. I 


suspected that Mr, Watson uan a little peaked at us for 
cancelling his deal. In fact, I believe he had called 
Mr, liovy and told him why did we cancel the ahres, he 
was just about to conclude the deal, and so on and so 
forth, and I think he was just trying to embarrass us. 

But eventually, within four to five or six weeks of the 
time that \/e told him the deal was over and cancelled, 
the certificates, every(jertlficate was returned to the com¬ 
pany in fact. 

Q Do you know who Mr. Watson offered these 
shares to? 

A I don't know who Mr. Watson's principals v;ere. 
They were never identified to me. 

THE COURTt When you say the deal was can¬ 
celled, are you talking about both issues, 960,000 
shares, or just 400,000 shares? 
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THE WITNESSt No, your Honor, the entire 

transaction* 960,000 shares were the entire trans¬ 
action, it became one, and then we got all tlie stock 
back. 

Q You say there was a period of some four to six 
weeks after the transaction was cancelled until the time 
that the certificates ware in the physical possession of 
Management Dynamics again? 

A Yes, The great hulk of them were returned 
before the end of the year, in the first couple of weeks, 
and the remaining 50,000 returned after the end of the 
year. I should like to point out that there is the 
Christmas-New Year's holiday, people are traveling, but 
we did get them back. There was never any doubt in any 
mind that we would get them back. 

Q I hand you what has been marked as Plaintiff's 
Exhibit 1 for identification. 

THEOOURTi Isn't this attached to the com¬ 
plaint? 

MR. DIETZt Yes, that's right, your Honor. 

U Mr. Barrett, do you recognise what is marked 
for identifiercion as Plaintiff's Exhibit 1? 

A Yes, I do. 

Q Would you describeit, please? 
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refer to the finanolal statement on the fifth page. 

There is an indication of assets that you contributed to 
Managnent Dynamics, is there not? 

A Yes. 

Q On that page there are indicated two options, 
are there not? 

A YrtS. 

0 The option to acquire land in Bass River 
Townshipi Can you toll us whether that was conditional 
upon any events before the option could be exercised, and 
also would you indicate what steps would be necessary 
to develop this property if the option were acquired or 
were exercised? 

A ?tr, Dietz, all options on land are condi¬ 

tioned upon something or other or they wouldn't bo op¬ 
tions . 

Q Do you recall what the conditions on the Bass 
River option were? 

A Yes. 

Q Would you tell us, please? 

A We had a time period of, I believe, two years 
within which we had to obtain governmental approvals, 
such as zoning. Environmental Protection Agency approval 
to construct a sewer facility, local, state, federal, tJie 
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option was conditioned upon all governmental approvals 

for the project contemplated on the fact, without going 
into ~ 

Q Was there any guarantee that you would get 
governmental approval? 


business. 


^-tr. Dietz, there is never a guarantee in our 


So is it possible that the development of the 


Bass River property might have been not possible? 

MR. PRANKi Objection as to form,your Honor. 

We are not concerned with possibilities. 

THE COURTi Mr. Diets, this hearing now is not 
before a jury. Just make some assumption that I have 
a reasonable amount of intelligence. 

MR. DIETZ I I will ntove along, your Honor. 

BY MR. DIETZ: 

Q Referring to the option to aoqulre land in 

Lower Salford Township, Pennsylvania, was 
that option conditional upon any facts or events? 

A Yes. 

Q Do you remember what they were? 

A Yes. The option was contingent upon the soning 

in that area being changed from agricultural to high 
density residential. High density being defined 
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by virtue of this, that this information had been received. 
I think he is perfectly within his rights. Objection 
overruled. 

BY MR. DIETS I 

Q Would you indicate the steps that v>;ould have 
to be satisfied to develop the Harleynville property? 

A The Harleysville proper required a zoning 
change. It did not require the construction of a 
sewer plant,there was one adjacent to the sitei 
it did not require the construction of any water 
facilities,they were all — public water was already 
available, in fact, on the site; it did not require the 
construction of any public roads, the tract was 
surrounded by and crossed over by public roads — 

MR. HELD: Your Honor, if I might I would like 

to object to this entire line. ICvery comment regarding 
the options, what is necessary and what is not necessary, 
is immaterial. All that is listed in the balance 
sheet or the pro forma balance sheet, in a footnote, 

I might add, is that there are options that exist. 

Nothing is said that they are going to be built upon, there 
are no guarantees they will cone through or anything else 
like that. It is simply mentioned in a footnote. 

There has been no liasls for materiality of these options 
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Q ?lr. Barrett, if you take a look at Plain¬ 
tiff's Exhibit 2 — 

THE COURT: Before you go on, Mr, Barrett, 

who received Plaintiff's Exhibit 1? 

THE WITNESS: I didn't mail that out, I 

didn’t have anything to do witli that before I came to the 
company, but I subsequently learned that these mailings 
were done by taking the mailing tapes from the transfer 
agents of all the listed stockholders and sealing them on 
the face of the envelope and sending them out. That 
is who received both the first and the second mailings. 

In fact, the second exhibit, your Honor, this was sent out 
as a complete mailing, the three pages want out together. 

THE COURT: But a statement has been made 

tl»at it wont to persons other than the stockholders. 

THE WITNESS: In the sense that it did not 

go to persons other than stockholders, only in the 
sense that there are on the stockholders list brokerage 
houses who represented the clients and therefore they would 
get this Information as a stockholder for the company. 

Q 'Ir, Barrett, from time to time did you receive 
requests for information al>out Management Dynamics? 

A Yea. 

Q Did you send any written material in response 
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or tha news ralaasa? 

MR. DZBTZt In tha lattar, ypujr Bonor. 

THE COURTS Allrl^ht. 

BY MR. DIETZi 

U Did you coaqplata all tha prooaaalng and 

aattla on tha financing on or about Pabruary 15th of this 
year? 

A No, wa did not. 

Q What happanskl? 


A Thara waa a changa in tha narkat oonditlona 
at that tina. Wa did not oonplata tha nacaaaary 
procaasing, and wa autde a buainaaa judgnant to dalay on 
the moving ahead of thla project and in fact daoida^ to 
divaat oxiraalvaa of it and devote more tina to other 
aotivltiaa. 

Q What %#aa tha prooaaaing that had to be ocaaplatad? 

i 

Would you daaoriba that in aoaw detail? 

A Thara wan no prooaaaing that had to be oon* 
plated. Hr. Diata. Tha only prooaaaing at that point 
should have bean had wa daoidad to go ahead and build it, 
wa would have had to go in and conoluda our mortgage 

arrangMMint for oonatruction loana and phyaieally begin 

» 

oonatruction. I think wa had tha toning permit, 
had tha aawar, wa had tha water, wa %fara ready in fact to 
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bogln oonstruotioB from ijimg,! point of vlow in 
rerms of getting governneilt «|>prQval. 

We had had some processing done through PIIA. 

As a matter of fact, one of the reasons for the delay was 
that there was a rather large scandal In the Federal 
Housing Authority in Philadelphia, and they stopp^l 
processing all applications, which gave us considerable 
delay, and then we began to receive very nice offers 
for the purchase of this land from other developers, 
far in excess of what we paid for tlie land, and decided, 
since the FIIA was in such a mess and kept dragging this 
thing and dragging and dragging it, we had by then at 
this time acquired the option on Tabernacle, which wes new, 
in the month of October, which is what this news release 
refers to — sinoe we could make a profit selling thel 

land, why not sell it and be done with all this governmental 
processing. 


That, by the way, pka processing. Is for 
Mortgage, not for permission to build but to get % 
federal insurance on a mortgage. We took up and began 
negotiations with several of the people th^t offered to 

buy the land and In fact concluded agre«aents on it, 
not once, but twloe. 


At the tine this letter was written, were there 
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any definite assurances that all processing and financing 
would beconipleted and settled by February 15, 1973? 

A No. 

Q Then you mention in the next paragraph the 

apartment in Philadelphia, 

A Mr. Dietz, I said I expected to complete. I 

didn't say I will compelte. It doesn't say we are going 
to have it and I don't think anybody that knows anything 
about housing knows that nothing happens on the day it 
is supposed to anyway. 

Q Was the Lom^jard Street apartments completed as 
scheduled for the spring of 1973? 

A No. They are just complete now. We are 

three months beliind schedule. 

Q At the time this letter was written, could you 
have predicted with certainty that the completion would 
have been finished by the spring of '73? 

A Mr. Dietz, in the interest of saving a lot of 
time, I will concede that in the real estate building 
construction business, land development, that there is 

no certainty of anything. 

TIIECDURT: The issue I think is, if I am 

wrong you correct me, I agree with Mr. Barrett, there 
can )>e no lin)»llity by virtue of a delay in regard to a 
letter, if it is not completed, particularly in the hous- 
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ing field. The question» it seems to me that is per¬ 
tinent, is whether or not at the time this letter 
was put out, this Information, they had a reasonable 
expectation that it was true or they believed that it 
was true. If the facts that he put out that he 

know were not actually accurate, that's something else. 

But I do^'t see there we are getting anywhere l^ecause 
of the fact that he is delayed or even in regard to 
this third paragraph. 

If after this letter came out the board 
decided that they were going to change their mind and 
shift gears or do something, I don't think that that is 
aotionable. The issue is whether, when it came out, 
thla is what the plans were for the company to do. 

MR. DIETZ: If I might, your Honor, the 

line of questions has onlybeen to indicate that there 
existed at the tiro this letter of October 25th was 
sent to the public several areas of problems and possible 
complications which would have or might have prevented the 
fulfillment of the company's expectations, and that the 
Commission alleges that the recipients of this letter 
were not necessarily sophisticated in ^rhe real estate 
industry, and that t)\ey should have been advised of tiiese 
negatives. That's the basis of our complaint, the 
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omlssionts, your Honor. 

THEGOUKTz YOU can proceed with the last 
one, the last paragraph on the page — 1 understand 
from Mr. Barrett that that project has been completed, 
even tliough there is a few months' delay. I understand - 
I am not clear, quite frankly, onthe preceding paragraph, 
if they decided to abandon it, and he Indicated they 
decided to sell it, I don't know whether that was done 
at the time the letter was issued or afterwards. Quite 
frankly,,! don't see anything actionable in regard to the 
pui:lic,, particularly inthe real estate field. You just 
l^avo to'look at--that! by virtue off anything. Projec¬ 
tions-are made,, you i know that^there are'delays•. I 
don' t‘l;no',f what* mesihor. of the public isn't*-sufficiently 
so{riiisticated to^know that*^ in land ’developiaeat there eure 
going to be delays. 

The question is, it seems to me, did ho know it 
before.. This third * paragraph is put'out, whoever 
received ‘ it,, at that*.point a decision )had been made to 
sell and the public'wasn*t advised,,! '..'ould think that is 
an insuQ to complain about.. 

MB.. DtlETZ t: See,, your Honor,. throughout the 

(XMTinunctatlous > thatt tliis cenpeay ’ hod t with the' public,, there 
.»as no indication oft any' off tlie'obstac) fia that stood’ in i 
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the way of the succeas oftlie company. 

THE COURT: I know, but the point is, Mr, 

Dietz, you are not really getting to me on these two. 

I understand the point in regard to Exhibit No, 1 with 
respect to the option, and I think you make a valid px}lnt 
tliere. The line of questioning that you just asked 
Mr. liarrett doesn't move me at all. I don't se*' where 
thus far this letter could possibly be misleading the 
public. There is no way that any land developer who 
is as sincere and honest as the day is and puts things 
out who is going to be able to say that "I have a project 
that's going to be completed by February of 1974" and have 
any assurance that it is going to bo completed by that time. 
There will be strikes, there will be shortages, there 
will be all kinds of Interferences, and you certainly can't 
on that l;anis indicate that there is something actionable. 

I think you are wasting time pursuing it, unless you are 
going to go to some other line, that when it was put out 
Mr, Barrett and the company knew tliat what tiiey said 
v;as in fact false. 

'’.R. DIETZ: If I might, your Honor, there are 

throe options referred to in Plaintiff's Exhibit 2. 

Two of them on page 2 of the letter and one contained 
in the press release. 
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Q Mr. Barratt, you refer here to the option in 
Bass River Tovmahip. Is that the option that was 
referred to in Plaintiff's Exhibit 1? 

A Yes. 

Q The option to acquire 77 acres of gjf^Kuid on the 

r,ansdale acreage, was that option conditioned on any 
facts or other items that had to be completed? 

A That is the 82 uae option called Uarleysvilla 

in I'xl^ibit 1. 

THE COURT* Thera is a third option. 

THE WITT^ESS: The third option, we acquired 

subsequently. 

THE COURT* Seven hundred acres in Burling¬ 
ton — 

THE WITNESS* That is the option referred to 
in this release which was acquired after I took over the 
company, and this was a new option for a new purpose for 
a new project, and one on which we are still working. 

In fact, wo just got zonings for it. 

BY MU.DIETZ* 

U What ware the conditions for tills option on 
October 13th when the news release was dated? 

A The option was subject to local community's 
passage of an ordinance permitting the construction of a 
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Ihit 

rotlroment coomunity as well as the State of New Jersey's 
permission to erect a sewage treatment plant. 

Q le the option conditioned upon any other 

Btate or governmental body's approving the construction? 

A NO. 

t> Was this to bo financed by the federal govern¬ 
ment? 

A No. 

0 Was tl.e successful development of the option 

property dependent upon Management Dynamics obtaining 
financing from outside the company? 

A Oh, yes. 

Q Was there any assurance that the company could 
get this financing? 

A The financing for this project would bo in 

excess of $25 million, and I would have to answer no, there 
is no assurance we could raise that $25 million. And, 
by the way, I read that all from the nev^s repease. Every 
answer to the last twoque stions I read from the news 
release. 

0 Was there any assurance that the company would 
be able to raise the purchase price of the option which 
is indicatedon the release in excess of $1 mi llion? 

A Mr. Dietz, I conceded before, there is every 
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possibility that we could never achieve anythinq we ever 
wanted to do with our business. 

Q Who is the moving force at Management Dynamics 
as far as the operational end of the business is concerned? 

A I am. 

MR. UUSRAE: Objection. 

THECDURT: Wl»at*e that objection al>out? 

MR. GUSRAE: I object to the terra moving 

force. I don't know what that means. 

THE COURT! He answered it. 

Q Was anyone else in charge of the operations of 
the company besides yourself? 

A We have management employees, construction 

superintendent, vice president in charge of construction. 

In the Dynamics business at the moment, I am the chief 
operating officer and cook and bottlewasher, if you 
will. We do have employees who we hired to handle cer¬ 
tain important functions, as they because necessary to 
be handled. 

0 If you ever became incapacitated what effect 
would th^t have on the future of Management Dynamics? 

A T v;ould say that it would have some problems. 

0 During your association with Management 

Dynamics how many full-time employees has the coaipany 
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had? 

A Several girls in the office, some help in the 
field, but very — I think we have two girls right now, 
we had at one time, but wo have been pulling in our 
horns a little bit because market conditions are rotten. 


We have two girls in the office and myself as full-time 
enplo/ees. He have an attorney working on a fee basis 
handling the zoning ordinances on the Tabernacle project, 
which is a retirement community. He has worked off 

and on over the summer and bean paid for his services. 

Q Has the company had any income since you 
have become associated with it in Septemlier? 


A tiO. 

0 Has it had any profits? 

h It is not possible to have profits without 
income. At least that I know of. 

Q Have you been paid a salary? 

A Uo. 

MR.HELD: Your Honor, is this relevant 

to tho problem at hand, to the issues at^hand? 

;in. DIETZ I Yes, Mr. Held, because these facts 

concerning the company were not disclosed to the pul.*lic. 

I tJiink if tho public had known what the true condition 
oftliis company were, the price of the stock,which reached 
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$6, the public would have had an opportunity to exer¬ 
cise a reasoned judgment whether or not to buy it. 

Also, this evidence is coming in against the 
marketmakers who maintained a market of $6 for the stock, 
for which we charge there is no reasonable basis. 

MR. HELD: Your Yonor, we are discussing an 

issue regarding press releases, rcigarding news letters, 
a number of other things, )>a8ed upon allegations that 
have been made in the complaint and moving papers. 

These allegations have nothing wliatsoevor to do with 
whether or not .’-ir. Barrett took a salary or didn't take 
a salary. As a matter of fact, one of the press re¬ 
leases, the first one, the news letter — 

THE COURTt I understand that. He doesn't 
have to confine his inquiry to the press releases, he can 
move on to something else. He is certainly entitled 
to — and it is certainlv relevant to show what the status 
of the company was, and therefore whether it did or did 
not have income. Objection overruled. 

BY MR. DIET7: 

Q Were the employees paid a salary? 

A oh, yea• 

Q What was the source of the funds to pay their 
salary? 
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A Some of the funds came into the company by 

means of a private placement that was made witli, I 
believe it was« seven people. 

Q Private placement of stock, that is? 

i 

A of restricted stock, with the proper I 

] 

legends, with the proper investment letters, and they 
were local people, friends of board members who each 
invested about $5000 so there was some $35,000 in income 
but not earnings, I make that distinction, and the 
rest of the money has come ever this past year now, it 
has come out of my pocket. 

0 Does Management Dynamics have its own office 
ordoes it share an office? | 

A It shares an office with it uses my 
office, which is in fact its office. It has its own 
telephone line, and we make as clear a distinction between 
my activities in the Management Dynamics and my activities 
in Barrett Development Corporation, which is my principal 
business as a builder and developer, as is humanly 
possible. In fact, we bend over backwards not to charge 
the company for than its fair share of the expenses, 

1 x3th in employees* time and in sotse other expenses. 

0 Is Management Dynaisios charged for the 
rent of this office? 
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A A portion of itr yes. 

Q How does Management Dynamics pay that? 

A The sane way it is paying all its other bills. 

Q How is that, sir? 

A I am funding the company, where necessary. 
Whenever there is an expenditure to be made and the 
company doesn't have the money, I put it up. 

Q How many shares of the stock were outstanding 
in December, not odUnting Watson's stock? 

A Well, even counting Watson's stock, because 
Watson's stock was cancelled in December so it wasn't 
outstanding anyway — by outstanding you mean the total 
number of shares Issued to various people? 

Q Yes. 

A Somewhere in excess of 4 million. 

Q Do you know %diat the approximate price of 
your company's stock was in the week before it was suspended' 

A No. 

Q Would $6 sound aociirate to you? 

A Wo. Let me araond that to "I don't know," 
is what I meant. You know, that's meaningless to me. 

Q Would you say that a $24 million value of your 
company would be an appropriate value, multiplying — 

Mil. PRANK I Objection, your Honor. 
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Q You aay $24 rallllon would be an appropriate 
value to assign to your company? 

A I have no idea yrhmre you get a number like 
that. tlo, of course not. 

flPv. DIETZ: We have no further questioner 

your Honor. / 

THE COURT: Gentlemen, before you proceed, 

I am going to allov/ all of counsel for the various 
parties who want to examine Hr, Barrett to question hiiUr 
but a question asked of one in a line of course would be 
considered as favorable or whatever to all. I will 
not expect any repetition of any areas in questionr so 
that I think what you better do, we will take a 10-minute 
recess, and you can organize yourselves in terms of what 
the questions are that are going to be asked and who is 
going to ask them. 

(Recess.) 

MR. SMITH: Your Honor, my name is Robert E. 

Smith. I an representing defendant Mayflower Securities 
Co., Inc. Before cross examination is commenced, 
your Honor, I want to move on behalf of Mayflowcu: to strike 
in its entirety the testimony of this witness on the 
ground that tliitre is no connection with Mayflower at all 
and tfiat it is certainly not binding on ^layflower. 
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THE COURT: Obviously it is not going to be 

strickenr Mr. Smith. 

MR. SMITH: I want my position to he clear 

for the record, your Honor. For that reason I have not 
jumped up and down on any particular question asked of tliis 
witness. Our objection is to the whole line of the 
questioning because our position is that none of the 
testimony is relevant to ray testimony. 

THE COURT: Who is proceeding first? 

MR. GUSRAE: Your Honor, we are counsel 

for 'Jr. bevy. 

THE COURT: Mr. Prank, arevou representing 

Carno and Hrennan? 

MR. FRANK: Yes, your Honor. 

THE COURT: Mr. Jaffe representing >>oth ~ 

MR. FRANK: Mr. Jaffe represents Mr. Brennan. 

I represent Carno and Nadino. Mr. Jaffe represents — 

THE COURT: You are sitting in for him today. 

All right. 

CROSS EXAMINATION 
BY tlR. GTrSRAE: 

Q Mr. Barrett, with respect to those 960,000 
shares of Management Oynaroics stock, as I understand 
your tertimony, those shares were never sold? 
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A That's correct. 

Q They have been cancelled on the books of 

flanagement Dynamics? 

A Yes. 

0 i3o you know where those shares are today? 

A The last time I pliysically saw the shares, they 

wore in the possession of our attorney. 

MR. DIETZ: Your Honor, I will state that I 

believe that I have all the shares in my office. 

MR. .,USRAE: I would like those shares pro¬ 

duced here. We would like to introduce thorn in 
evidence. 

MR. DIPjTZ: That's the first request that's 

leen made, and I will he glad to bring them after tlie 
luncheon recess, your Honor. 

THE COURT: Mr. Gusrae, I am not going — 

there is hardly any reason for this record to be burdened 
with 960,000 shares of stock. I think the more 

place — you should get a stipulation, you 
may get a copy of one of the certificates for purposes 
of having that introduced and get a stij^latlon on the 
record as regards where the others are, and so fortli, 
and how many. 

MR. GUSRAJ:: That's fine with me. We will 
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MR, DIETZ: I object, yoiu: Honor. The 

witness isn't testifying as a lawyer as to what might 
be a material omission. 

THE COURT: Reframe the question. 

BY MR. FRANK: 

Q Mr, Barrett, did you find any material mis¬ 
statements in that Exhibit 1? 

MR. DIETZ: Your flonor — 

THE COURT: Same objection, RoframM 

the question. If you want to ask him if he advised him 
of any facts that ware not in the statement — 

0 Did you discuss Exhibit 1 with Mr. Levy at. 
any time? 

A That's a difficult question to answer. My 
answer would be no, I did not, but information obtained 
fr<xn me by tlie company. Management Dynamics, whiclj was 
contained in the written agreement that was dated in July 
some time,I believe, was used with ray consent to prepare 
the pro forma statements. 

Q Wio supplied any other material besides your¬ 
self? 


A Well, from reading the letter I see that the 
accounting f^lrm of Glickraan, Berkowitz, Levinson & Weiner 
supplied it. They were, as I understand it, the ac- 
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countanta for th« company for quite aome time previous to 
ray Involvement. 

0 With reference to Exhibit 2« did you supply 
the infonaation for that? 

A Exhibit 2 is my vnriting. 

Q It is your writing? 

A Yea. 

Q You read it before it was mailed out? 

A Certainly. Everything contained therein was 
true and corroct, to your knowledge at the time? 

A To the best of ray knowledge» yes. 

Q Prior to your mailing out Exhibit 2, did you 
discuss it with any of the other defendants except Mr. 

Levy? 

A Yes, 

Q Which ones? 

A Mr. Goff and Mr. Hoffman, who were board 

members. 

Q Outside the dynamics family, to wit, its 

officers and directors and Mr. Levy, did you discuss it 
with anyone else? 

A NO. 

Q You knew at the time '^lanagement Dynamics received 

some of your property that it was a trading stock, did 
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MU. GIJSRAE: I think it la important in view 

of hia testimony. I’orhaps there is a reason. 

THE COURT: I am sorry. I have 

sustained tlie objection. Anything further for >!r. 
Barrett? 

'!!?. OIETZ: Bone very short tjuestions, 

your Jfonor. 

i:;x,viirjATiOH 
MY ’U. OIK'LT: 

U Mr. Barrott, was Plaintiff's Exhibit ?. re¬ 
viewed j^y Mr. Levy before it \;as nailed out? 

h Yes. 

Q Did you submit to Mr. bevy any notes or pre¬ 
liminary drafts of Plaintiff's v'.xlii’.'it 2? 

A If you Tiiean by "submit" did I send it over 

to him— 

0 Yefj, that's right. 

A I don't know that I physically sent liira the 
notes, but we had conversations both on tJie telephone and 
in person alxsut the text of the letter. 

Q bid he suggest changes from your original text? 

A Yes. 

0 Plaintiff's P.xhibit 2 as it appears, does it 

ro<'l*'ct' Mr. bevy's chajiges? 
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A Yes. 

Q In response to the question by Mr. Gusrae, 
who represents Hr, bevy, you said that the shares that Wat¬ 
son had vsforo never sold. Can you be eure of that? 

A Yes, 

Q Can you tollmo how you are sure of that? 

A hocause we have all the shares. 

0 Is It possible thett those shares may have been 
sold without notice being received !)y the company or the 
transfer agent? 

:tK. GUSKAE: I object, your Honor. He is 

trying to Impeach his own witness. 

MU, DIETZ: No, I am not. That is your 

question, 

iiU. GUSKAT.: He just gave you an eitewer. 

MJt, DIETZ; Your Honor, if I might, the witness 

has stated on cross — 

THE COURT: I heard what ha stated. The 

witness state<l that he repossessed the stock. You now 

asked him how could he bo sure they weren't sold. 

All right, I will let him answer, 

A Well, I base my answer on the first part, which 
is. No. 1, the comiMiny has all the stock backt No. 2, 
tlicre was never any request to transfer that stock to any 
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purchaser, to my knowledge. If there is any way to sell 
stock in some other way v;ithout somebody putting up 
money, not wanting the stock for themselves, I can't 
imagine. It seems to me if you buy something you want 
it. If you want it it has to bo in your name. For 
it to be in your name it has to gothrough the transfer 
agent, and none of that ever happened,] 

Q If this stock were sold with ~ Mr, Barrett, 
do you know what a stock power is? 

A ho, but I can guess by the name that it means 
that soiiiel>ody gives a piece of paper tl\at says you 
own something over here, 

U Is it possible that Mr, Watson may have sold 

the stock with a stock power attached and that the pur 
chaser of the stock just held it and didn't send it in 
for transfer? 

MR, GUSRAE: I object to that, your Honor, 

about what is possible. It is speculative, argu¬ 
mentative, We have had the answers, 

THC COURT: The point, it seems to me, is 

that — I am not sure that Mr, Barrett is the person who 
can answer Uiat kind of (|uention. You need soma^>o<ly 
who knows — if you want to get tliat before me, get some¬ 
body who can relate it, Mr, Barrett is not the person 
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to do it. 

MU. DIETZt Your Honor, If I nay, I agree 

I 

with your suggestion that Mr. Barrett is not the best 
witness to get at this sort of evidence, and I am going 
to refrain from asking further questions, V)Ut there is a 
question and answer that's been put to 'ir. Barrett 
and Ir. Barrett has stated that Mr. ViJatson never sola 
the shares. That statement I believe is conclusionary. 
Mr. Barrett has indicated that t)iera was no transfer* 

Mr. Barrett has indicated that the company has all tlie 
stock l>ack 7 :lr. Barrett lias indicated that tlie company 
never got a request to transfer the stock* )jut unless 
he can state from his own knowledge, having traveled with 
Peter V^atson around the country wherever Mr. Watson 
was— 

THE COURT: All right, I get the mint. 

You don't have to beat a dead horse on that. Wliat you 
need to do is get someone in, some witness who can indicate 
how those transactions can occur, and the company — Ir. 
Barrett would still be able to repossess the stock, 
even though a sale may have been consummated. 

MR. DIETZ* We have no further questions. 

THE COURT: One question I wanted to ask you, 

■<.r. Barrett, before you step down, I understood — and 
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I got a little confused by the questions and answers 
from nr, Frank, I think, hut my in tiallimpression was 
that the Conunission'a Exhibit )^o, 1 was prepared and issued 
before you became actively engaged in the company. 

"’HE WITliTSS: That's correct. 

THE COUIIT; And Exhibit 2 occurred sul)- 

soquent to that and you actually prepared that? 

THE WITHLHS: Yes. 

THE. couiiT: You may step dov;n. 

THE WITUEGS; May I go, your Honor? 

THE COHRT: Are you going to need him 

more? 

MR. DIETZ: HO, your Honor. 

THE COURT: Are any of the defendants going 

to need him any more? 

(Ho response.) 

THE COURT: You are excused. 

(Witness excused.) 

THE COURT: Call yojornext witness, Mr. 

oietz. 

m:?. DIETZ: Your Honor, the Commissitm 

calls as its next v/itnoss Clyde Goff. 
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of $?'“•,300 into the corapany that we are talkinq about. 

Tf^ien did you aarjuire your 225^000 shares? 

A In the suDiner of 1972. 

Q Hould that be June or July? 

Yes, about that time. 

Q What was the value of the stock at tJ;at time? 

Mr<. PRANKt Objection as to the meaning 
of the word "value," your Honor. I tliink the question 

is aaibiguous. 

Ti;e court t All right, I agree. Objection 
sustained. Make it more precise, make the question 
more precise. 

O Tfho was in control of Management Dynamics at 
tiio time you made your investment? 

I'P. llllLD: Your Honor, I object to the 

word "control." 

THE COURT: All right, I think tliat's an 

appropriate objection too. Sustained. 

Q Were yo»j dealing with anyone else at iianagenent 

Dynamics besides Mr. lovy? 

A Mo, sir. 

o bid Mr. Levy ever represent to you that he had 

control of tlxo company? 

A. Yes, sir. 
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2;05 p.a, 

MR. BRECHER: Your Honor, If I any, you askod 
when we resumed, if anyone was going to have to leave, 
that they should so inform you. I wish to inform you that 
I had previously scheduled for late this afternoon the 
taking of a deposition, and I am going to have to leave 
at 3:00. 


THE COURT: You represent Mr. Lodge? 

MR. BRECHER: Yes, that is correct. 

MR. DIETZ: If I might, your Honor, while Mr. 
Brecher is here, we had noticed some depositions for the 
week -- or for this week. I an sure you received or will 
receive papers from some of the counsel for the defendants 
objecting to the notice of deposition. 

We are unable to take Mr. Lodge's deposition. 

/ 

We would like, of course, Mr. Lodge's presence as a witness 
here. He resides further than 100 miles from the court. 

In addition, it would be a considerable expense 
of time and manpower over the weekend to have an investigatorj 
or attorney, member of the staff of the Commission, serve 
Mr. Lodge. 

* I 

I wonder if/|rour Honor would direct Mr. Brecher 
to 


have his client hej^ on |uesday. 
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MR. BRECHER: Your Honor, if I may respectfully 
address the Court on this natter, they noticed my client, 
gave him very short notice, he has a crippled wife, 

I wrote a letter about it to you, the Commission is well 
aware of this. 

THE COURT: That is not the issue now. That is 

passed. 

The issue is, the Commission has asked that you 
have your client here on Tuesday. 

MR. BRECHER: In my communications with the 
Commission and in the letter that I sent a copy of to your 
Honor, 1 had indicated that he requires more notice than 
three days because he has to have someone stay with his 
wife, he has to arrange to come here. His wife is a 
complete invalid. 

THE COURT: You can notify him now. 

MR. BRECHER: I will be glad to notify him 
now and find out if he can be here. 

THE COURT: The point is, gentlemen, I am having 
no nonsense about this. If your client doesn't show up 
here for any testimony, and so forth, and that applies 
to all witnesses, then as far as I am concerned he is going 
to be held in default in regard to this matter. 


MR. BRECHER: Your Honor, my client will come 
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voluntarily if is given notice. 


THE COURT: He now has notice through you that 
he is to be here if the Commission wants him here on 


Tuesday. 


. I! 


MR. BRECIIER: I can only call him and so advise 


him and reply to the Court whether or not he can be here. 

But he is willing to come if he has sufficient notice. 

MR. DIETZ: Your Honor, if I might also make the 
same request of counsel for Anthony Nadino. We attempted 
to serve Nadino since he has an office here in New York 

THE COURT: Mr. Diets, I don't appreciate the 
way you have gone about this. If you really wanted to take 
these peoples' depositions, and I think they have a valid 
objection, to set up these depositions for this case, 
which is, of course, not appropriate -- however, that doesn't 
reach the point. 

The point is that these gentlemen want -- you 
want these gentlemen who represent various clients to have 
their clients here. I gather that you make the same I 

request v^ith regard to their being here on Tuesday. 

MR. DIETZ: Yes, that's right, your Honor. 

MR. GUSRAE: We have •• 

THE COURT: That's not the issue with regard 
to the taking of the deposition. The issue is in regard 
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to this hearing. 

MR. GUSRAE: Whether or not , our client will be 
present at the hearing? 

THE COURT: Yes. 

MR. GUSRAE: I'n sorry. Our client is here. 

THE COURT: The deposition matter is more or 
less moot. I think, as'a matter of fact, your objection is 
valid. That is not the question. The question is Hr. 

Dietz wants your client here on Tuesday for examination. 

The question is are you going to produce him. 

MR. GUSRAE: At the hearing here on Tuesday? 

THE COURT: Yes. 

MR. GUSRAE: Fine, your Honor, he is here today 
and he will be here on Tuesday. 

MR. KRAVER: Could I ask the Court to kindly 
restate the scope of your Honor's direction referrable 
to the requirement having people present at this hearing? 

THE COURT: If they are defendants in the action, 

I am not going to allow this business of the fact that 

your client isn't available, and so forth and so on, to 

be any barrier to proceeding with this hearing. 

« 

The evidentiary hearing is being called not Just 
for the benefit of the Commission, but for the benefit 
of your client. As a matter of fact, I think that one of 
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you, one of the defendants was the one that really asked 
and denanded cn evidentiary hearing. We are going to 
have the hearing, and I expect the cooperation of all the 
parties in regard to having people here who will testify. 

Mr. Dietz wants, I don't know whether it is 

I 

i 

your client or not, Mr. Dietz wants certain people here, 
and he nakes that request of anyone in open court to 
have him here. I expect him to be here on Tuesday. 

MR. KRAVER: Your Honor, is that notwithstanding 
the fact that Mr. Dietz nay or may not have taken the 
reasonable steps that nay be appropriate to serve a subpoena 
upon these people? 

THE COURT: Mr. Dietz has to serve a subpoena 
on these people in respect of -- that's one way in 
respect of his producing documents and so forth and so on. 
Obviously it has to be directed to individuals. But 
your client or whoevers'client is involved is a defendant 
in this action, and I am not going to pley games in that 
regard, and he is a defendant in this action, and the 
deposition he had obviously a right to have your client -- 
to secure your client's presence by filing a notice of 
a deposition. 

You or someone has objected to that, and I 
think that is valid. If you have got your client there by 
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the notice of a deposition; he could serve a subpoena 
on him, duces tecum and personally. 

All I an saying is that he is making a request 
in open court tl>rough counsel for you to have your clients 
here. I gather he is making a request for your client, 

I don't know. 

If he puts on the record a request that certain 
parties be here and they are not present, as far as I am 
concerned they are in default. 

Let's proceed. 

MR. DIETZ: Your Honor, in view of the problems 
that we had with Plaintiff's Exhibit 3 for identification, 
I am not going to have marked as Plaintiff's Exhibit 3, 
in addition to the original schedule of brokers Camo, 
Mayflower and Fairfield, Mr. Breyer's complete schedule 
of the pink sheet trading. 

So now this has become a three-page document. 

I think when we suspended, your Honor, we had offered 
this document into evidence and there was objection being 
made by -- 

THE COURT: That objection was overruled before 
we suspended. 

MR. SMITH: Your Honor, may we see the document 
that is being offered in evidence? 
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DIRECT EXAMINATION 
BY MR. DIETZ (Continued): 

Q Mr. Dreyer» in addition to exanining the pink 
sheets to prepare Exhibits 3 and S-A, did you also review 
the pink sheets prior to 8/15/72t 

A I did. 

Q Do you recall if you found any quotations in the 
pink sheets between July 11, 1972 and August 15, 1972, 
with the exception of A. J. Camo which appeared in name 
only? 

A No. A. J. Camo was name only practically all the 
way through July and part of August. 

Q Would that be fro* July 11th? 

A It could very well be. I can't pinpoint the date. 

Q Do you recall an affidavit that you signed in this 

natter? Would that refresh your recollection? 

A Yes. Fron July 11, 1972 to August 31, 1972, 
no lid or offer quotations were in the pink sheets. 

THE COURT: Why don't you give him the documents 
made up. You can save a lot of time, can't you? 

MR. MELD: Your Honor, I didn't hear what was 
being said. 

THE COURT: I merely suggested to Mr. Dietz, why 
didn't he give Mr. Dreyer the documents. It would save 
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US a lot of tine. 

Q Prior to July 11, 1972, did your examination 
of the pink sheets disclose any quotation for Managenent 
Dynamics stock? 

A Yes. There was one quotation beginning June 1, 

1972 through July 10, 1972. There was a bid of 5/16 of 
$1 a share by Carleton Cambridge. 

Q Was there any offered price? 

A No offered price at all with the exception of 
one bid and asked on 6/28 by E. L. Aaron, which doesn't seem 
to apply to this particular stock. It could be in error, 
because it is 3/8-5/8. 

Q Mr. Dreyer, is it possible -- 

MR. KRAVER: I object to what is possible, 

your Honor. 

MR. DIETZ; Withdraw that. 

Q You were present this morning, weren't you, during 
the testimony? 

A Yes, sir. 

Q Do you remember the testimony about the private 
placement stock, alleged private placement stock issued 
to Mr. Watson? 

A Yes. 

Q In your experience in the securities industry, 
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to transfer it into a new name. 

MR. GUSRAE: Your Honor, I am objecting to this 
question on several grounds. One, 1 think it is irrelevant 
to the issues here, two, Mr. Dreyer is testifying as to 
transfer agents, as to the brokerage business. I don't 
know if Mr. Dreyer has ever been in the brokerage business. 

I know he is employed by the SEC. I don't know if he was 
ever employed by a transfer agent. 

THE COURT: The purpose, I suppose, is educational. 
I gather, though, Mr. Dreyer, let '5 get it out of the way, 
that by virtue of your investigation, you investigated 
this matter? 


offices. 


THE WITNESS: Yes, and I investigated transfer 


THE COURT: I gather you cannot state as a fact 


that any of the kinds of transfers or sales that you have 
been talking about, that you can't indicate to us that 
this occurred with regard to these 960,000 shares that 
we were talking about this morning? 

THE WITNESS: No, sir. That is correct. 

MR. DIETZ: We have no further questions at 
this time. Your Honor, if I might have the indulgence 
of the Court for about 60 seconds, I think I can pinpoint 
what is going to be an issue here. 
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THE COURT: Whet do you Men by the indulgence 
of the Court T You Men you went to ergue som thing? 

MR. DIETZ: Yes •- 

THE COURT: The point is, you cen't interrupt to 
heve erguMnt. These gentleMn heve e right to cross 
exesiine your witness. 

MR. GUSRAE: Your Honor, initielly we ueke e 
notion to strike Mr. Dreyer's testinony es it pertsins to 
Mr. Levy, subject to connection. 

ITIE COURT: Thet Mtion is denied. 

Do you heve eny cross exeninetion? 

CROSS B.<AMINATION 
BY MR. HELD: 

Q Mr. Dreyer, in Exhibit 3 end 3*A, Pleintiff's 
Exhibit 3 end 3-A, you sey there were no quotes prior to 
e certein dete. Is thet right? 

A Thet's right. 

Q Septenber 14th I believe, is thet correct? 

A No. It wes August. One dete in August. 

Q There wes nothing in the pink sheets? 

A No, there were nsMS in the pink sheets, but there 

were no quotes, es such. 

Q There were nsMS but no indicetion, nothing 
like NO for -• 
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A You Msn BO or BWT Tho NO there Mans nsMS 
only* and that is all. It was just a aaM in the pink 
sheets showing that they were available for a market 
but they didn't show any market. 

Q You say a bid and asked, a market starter, a quota¬ 
tion market starter on August 15th. 

A If that's what the schedule says. 

Q That is not what the schedule says. The schedule 
says NO through September 14th, and that is the first tiM 
there is the appearance of any prices. 

A Of which brokerT 

Q All the brokers. There aren't any brokers with 
prices on it prior to September 14, 1972. 

A 1972. 

Q So there were no quotes prior to September 14, 

1972, except for naM only? 

A As such. But there were naMS in the sheets. 

Q Can you tell m when a name only appeared for 
the first time in ManageMnt Dynamics stock in the pink 
sheets? 

A No, but 1 have gone back as far as June 1st 
and stated that there was a quote of 5/16 of a dollar, a 
bid of 5/16 of a dollar. 

But prior to that I couldn't testify. 
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Q So it is quite possible that there were quotes 
or name only brokers in the sheets -• 

A Prior to June 1st. 

Q You say there was a quote on June 1, 19727 

A That's right. 

Q The mere fact that there is no quoted price, 
does that mean that there is no ^trading that took place 
or there were no purchases and sales? 

A No, it doesn't mean that. 

Q So then there could very well have been purchases 
and sales at any range in dollars or pennies in Management 
Dynamics stock without it ever appearing in the pink sheets? 

A That's right. 

Q Between a myriad of brokers, is that correct? 

A That is right. 

Q And that is true for any time prior to June when 
you first started looking in the pink sheets, is that 
correct? 

MR. DIETZ: I object. This is awfully speculative, 
what may be possible and what happened would be two 
different things. 

MR. HELD: Your Honor, Mr. Dietz has put in an 
exhibit here -- 

THE COURT: All right, the objection is overruled. 


2118 




Ihrf 18 


Dreyer - cross 


138 


(The record was read.) ' 

A That is correct. 

Q If I understood the conversation between you 
and Judge Carter two ninutes ago, you do not know or you 
have no indication at all that the stock power type of 
transaction that you were referring to in your testimony 
took place with Management Dynamics stock, is that 
correct? 

A That is correct. 

MR. HELD: That is all. 

CROSS EXAMINATION 
BY MR. KRAVER: 

Q Did you make any investigation to ascertain 
whether shares of Management Dynamics were traded back 

m 

in June of 1971? 

A No. 

Q Did you check whether or not there had been any 
listings in the pink sheets for Juno of 1971 with respect 
to Management Dynamics? 

A No. 

Q Is it possible that there were? 

A Absolutely. 

Q Do you know whether or not Management Dynamics 
was traded between June of 1971 and December of 1971? 
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2 

A No. 

3 

Q You didba't chockT 

4 

A I didn't check. 

5 

Q Did you go to the books end records of A. J. 

6 

Csmo to check whether or not there had been trading during 

7 

this period of tiaef 

8 

A I hare a transcript of his trading in Manageaent 

• 

9 

Dynanics. 

10 

Q Whose trading? 

11 

A A. J. Camo's. I had requested it and he furnished 

12 

■e with it. 

13 

MR. KRAYER: May we have this exhibit narkedT 

14 

MR. HELD: That is the only one I have. 

15 

MR. KRAYER: Then I will just sinply question 

16 

hia on it. 

17 

Q Do you know whether or not Manageuent Dynaaics 

18 

stock was traded in April of 19727 

19 

A I don't know froa the pink sheets, no. 

20 

Q So your investigation actually started in June 

21 

of 1972? 

22 

A That is the period we were interested in. 

23 

Q You had no idea whether or not a aarket had 

24 

been nade in Manageaent Dynaaics prior to that tiae? 

25 

A We had no interest in that, so I wouldn't know. 
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Slain scope of the investigation started early in September, 
and in that period was when the rise really started with 
the security, and that's what we were interested in. 

Q Mr. Dreyer, predicated upon your many years of 
experience in the securities industry, have you had occasion 
to see many securities with little or no earnings that 
were selling at an attractive multiple? 

MR. DIETZ: Objection. First of all, relevance. 
Second of all, what does Mr. Kraver indicate by attractive 
multiple? 


Q Mr. Dreyer, in your many years of experience 
in the securities industry, have you ever seen a stock with 
little or no earnings selling at a price of anywhere from 
$5 a share to $2S a share? 

MR. DIETZ: I object once again, your Honor 
The fact that other stocks may have been selling at other 
prices is of no relevance to the price activity in 
Management Dynamics, unless, of course, Mr. Kraver can make 
some connection. 

MR. KRAVER: I will make the connection, your 
Honor. There is an allegation that a manipulation occurred 
or there was a violation of ■” 

THE COURT: The objection is overruled. You may 


answer. 

A Canl qualify my reply, your Honor? 
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3 

4 

5 

6 
- 7 

8 

9 

10 
11 
12 

13 1 

14 i 

15 l| 

If^ j 

I 

i: 

18 

19 

20 
21 
22 

23 

24 

25 


THE COURT: You can give a coaplete answer, of 

course. 

A (Continuing) As far as securities selling out of 
line with their value, nany securities sell out of line to 
their value, and without any potential whatsoever, and 
this is generally due to manipulation, and that's why 
we have a Securities and Exchange Commission. 

Q Mr. Dreyer, that by no nieans Infers that this 
particular security was selling out of line through manipu¬ 
lation, does it? 

A Well, at the value of 24 million dollars, with 
no earnings and no profits, I don't see how it could be 
selling within its range of its value. 

Q, But predicated upon your experience, you have 
seen securities which were not manipulated which were never¬ 
theless actively traded? 

A I couldn't say that definitely. 

Q Have you seen securities with little or no earnings 
that were actively traded? 

A That is so, but they had asset value. 

Q Did you review the blue sheets for the period 

commencing January, 1972 and continuing up to June, 

1972? 

A I did not. 

21 Ae 
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Q You did not? 

Did you ascortsin whether broker-dealer firms had 
been submitting bids with respect to Management Dynamics 
during that period of timeT 
A I did not. 

Q Did you discern who or which broker-dealer firms 
first submitted bids with respect to Management DynamicsT 
A I believe I stated that, back as far as June 1, 

1972, 

Q You found nothing earlier than thatT 
A I didn't check earlier. 

THE COURT: He didn't check earlier than that. 

He said that now abx:ut at least five times. 

MR. KRAVER: I have no further questions, your 

Honor. 

THE COURT: Anything further for Mr. DreyerT 
MR. fl^ITH: I have no questions of this witness, 
your Honor. 

MR. BRECHBR: I'd like to ask a question, your 

iionor. 

THE COURT: All right. 

CROSS EXAMINATION 
BY MR. BRECHER: 

Q Mr. Dreyer, you stated that you couldn't ?ee 
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any valuation for the coa|>any at 24 million dollars. Were 
you thereby stating that if there was a peak trading 
price of 16 and four nillion shares issued and outstanding, 
four million tisMS $6 is 24 million dollars, is that how 
you got that amount? 

A That is exactly so. 

Q Do you know what the number of shares available to 
the public of Management Dynamics, traded publicly, was? 

A What the float was? 

Q Yes. 

A I would say somewhere below 100,000 shares. 

Q Below 100,000 shares? 

A Yes. 

Q Do you think that the publiclystraded price of $6 
reflects the availability of four million shares or reflects 
the availability rf thm public float? 

A No, it reflects the number of shares outstanding. 

Q Do you Man people can buy the four million shares? 

A No, no. 

Q And that is why the price goes up? 

A No. 

Q Or is It only that they can buy 100,000 shares? 

A But there is such a thing as dilution. Eventually 
your restricted securities are going to becoM free traded 
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stock, and that rafleets the value. 

Q I grant you that. My question is nore to the 
effect that public interest in the stock inspires the 
public to buy the stock and the only shares that the public 
can buy is the public float, is that not correct? 

A That is correct. 

Q So that the price eay reflect the lack of 
availability of the stock and an interest rather than the 
fact that there are four Million shares outstanding? 

A That could be very well true. 

MR. BRECHER: Thank you. 

THE COURT: Anything else? 

MB. DIETZ: One final question, your Honor. 

REDIRECT EXAMINATION 
BY MR. DIETZ: 

Q Mr. Dreyer, how is a stock power generally attached 

to a stock certificate? 

A With a regular clipping Machine. 

Q A stapler? 

A A stapler. 

MR. HELD: Your Honor, I object. Nr. Dreyer 
has already testified that he doesn't know or can't testify 
that the stock power type transaction had anything to 
do with Managenent Dynanicst 
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Q The following was the colloquy on January 11, 1973. 

MR. GUSRAE: Your Honor, I don't think it is 
appropriate to have this put in the record. 

THE COURT: Not unless it is inconsistent with 
something he said. 

MR. DIETZ: It is inconsistent, your Honor, 
in some respects. 

THE COURT: Let's hear it. 

Q The qustion is, "Do you think a $6 price was reason■ 
able for Management Dynamics," and your answer at the time 
is as follows: 

"I personally think it was crazy." 

THE COURT: That is inconsistent. 

MR. GUSRAE: This type of question, whether or 
not it is reasonable. A, it calls for a conclusion, I don't 
know, I don't know what it all means. 

THE COURT: I don't know what he meant by reasonabl 
but apparently Mr. Hoffman did, and you can ask him. 

Q Do you remember being present at the SEC office 
on January llth? 

A Yes, sir. 

Q And do you remember being asked the question I 
just read to you and do you resMmber answering? 

A Yes, I do. 
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Was tha answer true, then? 
Yes. 

Is It true still today‘s 


A Yes. 

Q Would a rise in the price of your company's stock 
make acquisitions of o'her companies an easier matter for 
Management Dynamics? 

MR. HELD: Your Honor, that calls for pure specu¬ 
lation on the part of the witness. I think the witness 
already testified there were no acquisitions that he was 


aware of. 


MR. DIETZ: There were attempts, however. 

MR. HELD: Are we dealing with attempted violations 


of the law now? 


event? 


THE COURT: Isn't it more or less argument, in any 


The company becomes more attractive? 


Q I show you Plaintiff's Exhibit 1. Have you ever 
seen this document before? 

A Yes, I have. 

Q Do you know if Mr. Levy reviewed that document 
before it was distributed? 

MR. CUSRAE: Your Honor, I don'tmean to interrupt, 
but can Mr. Diets please move back? I can't raally hear 
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your impression that Hr. Levy was in control of Management 
Dynanics; is that correct? 

THE COURT: He didn't testify to that. He 
testified that Mr. Levy told him that. 

Q Mr. Levy told you he was in control of Management 
Dynamcs? 

A Yes. 

Q Was that in the area of time around August 15, 

1972? 

A Prior to that. 

Q Take a look at Plaintiff's Exhibit 1, which is the 
August 19th press release, newsletter, shareholders letter. 

It says in the first paragraph, "Results achieved by 
your company during the last 2-1/2 years have been very 
disappointing. For a multitude of reasons, all of the compan 
bus'.less ventures, including those of its subsidiaries and 
all of its acquisitions resulted in subt'«.antial losses." 

This is the sentence I an primarily interested in: 

"Your company has been primarily inactive since 
last year when the president and all the directors except my¬ 
self lesigned." 

Was it your imderstending that Mr. Levy was the 
only officer and director of Management Dynamics when 
that thought was imparted to you that he controlled the 
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company. ^ 

A I don't recall going into this detail before, but 
that is the way it reads to me now. 

MR. HELD: That is all. 

MR. SMITH: I have no questions, but I renew 
the motions I previously stated. 

THE COURT: All right. 

MR. BRECHER: No questions. 

THE COURT: Mr. Kraver? Thank you. 

(Witness excused.) 

MR. DIETZ: My next witness is Davif Langenauer. 

MR. BRECHER: Your Honor, I am afraid I have to 
leave now. 1 apologize for that. 

DAVID LANGENAUER, a witness called 
by the plaintiff, being first duly sworn, testi it e * ' 
as follows: 

MR. GUSRAE: Your Honor, may we make a request 
at this time that Mr. Dietz turn over copies of this 
gentleman's testimony to us right nowT We request Mr. Dietz 
to do so. 

MR. DIETZ: We have made available, your Honor, 
all the transcripts of testimony to all defendants who have 
wanted it since our meeting in chambers. This has been 
available for some time. Unfortunately, I only have one 
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7HE COURT: Please, Mr. Dietz, let's find out 
when these things took place. 

Q Would this conversation have taken place sometine 
in September of 1972? 

A Mr. Levy? 

Q Yes. 

1 

A I remember speaking with him, but the words were 
months and months ago. I don't remember exactly what trans¬ 
pired, unless you refresh my memory. 

MR. GUSRAE: Can we still establish a date? 

Q Did you speak with Mr. Levy before retailing 
Management Dynamics to your customers? 

A Yes, sir. 

Q In response to this telephone call, did you 
receive any information about the company? 

A Yes. He sent us some releases or had the company 
send releases. 

Q Do you see any of those releases in front of you? 

A Yes, sir. 

Q Could you identify them by the exhibit number? 

A Exhibit No. 1. I don't remember when we got 

the other two, but we did get them, whether it was atthat 
time or not, 1 don't know. 

Q Did you send copies of Exhibits 1 and 2 to 
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your custoaersT 

A Yes, sir. 

Q Csn you recsll coaversstions with sny of your 
custosMrs in which reference wss nsde to this infornstionT 
A To my customersT 

Q Customers of the firm, Globsl. 

A Some customers would cell snd ssy they received 
the litorsture and one of the salesmen had sent then, 
and they wanted to buy stock. 

Q Did you have any conversations with customers 
regarding Management Dynamics where they asked or you 
suggested that you had more literature to send them and then 
subsequently you would send then Exhibits 1 and 2 and 
they call back and buy the stock after receiving itT 

A Sometimes that might have occurred. We sent this 
literature with each person we spoke to. TlMry would get 
this literature, whatever it might be, with each bill 
that we sent, and if we didn't purchase it, we -- 

MR. GUSRAE: Your Honor, I move to strike some 
of those answers. Can we Just have testimony as to what 
this gentleman did and not what the salesmen might have 
done with other people? It is all hearsay. Just limit 
the testimony to what this gentleman did. 

THE COURT: Unless he knows what other people 
















Ihrf 40 


Lang«nauer * direct 


I don't know, 
doing. 


160 


I assune he was talking about what he was 


THE WITNESS: He said the fin. 

MR. GUSRAE: I'm sorry, I can't hear a word 

that -- 


THE COURT: If he knows what the other parts do, 
he is capable of testifying •- 

MR. GUSRAE: Ho began by testifying to conversa¬ 
tions that perhaps his salesmen may have had with customers 
which I believe is not appropriate to this particular 
case. 

THE COURT: If that is so, I think you are right. 

Q Are you familiar with the name Samuel LodgeT 

A Yes, sir. 

Q Would you tell me how you first came to hear that 

name? 

A He called me up, I believe, or I •• no. I 
spoke with his accountant, and that's how I first heard 
the name. 


Q What was the subject of that conversation? 
A About him buying a part of our firm. 

Q Do you know how this conversation with his 
accountant came to pass? 

A Yes, sir. 
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Q Would you tell us, please? 

A I spoke to Mr. Levy and asked him if he had 
sny clients who might be interested in buying a parv of a 
securities firm, and he said he would ask his clients, and 
he did apparently, and he told me that Mr. Hoffman might 
know someone. 

I called Mr. Hoffman, if I remember right, and 
spoke with Mr. Lodge. And that's a long time ago, and 
I don’t know if I have it right. 

Q Did Mr. Lodge subsequently become an Investor 
in Global Securities? 

A Yes, sir. 

Q What was the percentage of his ownership? 

A One third. 

Q In fact, he owned one third of another firm which 

in turn owned 100 per cent of Global, wasn't that the way 
it worked? 

A Right. 

Q What was the naL.e of the parent firm? 

A Empire Consultants, I believe. 

Q Do you remember how much Mr. Lodge put in for his 
one third interest? 

A Yes, sir. 

Q How much was that? 
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A $50,000. 

MR. HELD: Your Honor, can we get a tine fixed 
on this also, about when this all happened? 

Q Do you reneinber about when this happened? 

A Last year sometine. 

Q Would it have been on or about October of 1972? 

A Could have been. I don't remenber the dates. 

Q Did Mr. Lodge also contribute by way of a subor¬ 
dinated loan 25,000 addition dollars? 

A Yes, sir. 

Q Does this refresh your recollection as to when 

Mr. Lodge becaaie involved with the conpany? 

A Yes. 

Q What's the date of the loan? 

A October 30th. 

Q Of what year? 

A 1972. 

Q Who did Global Securities nake its first purchase 

of Management Dynamics from? 

A Paramount Record Corporation. 

Q Let me show you Exhibit 4. That might help you. 

A Yes. 

Q What does Exhibit 4 show? 

A It shows Lodge Record Corporation. 
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2 

MR, GUSRAE: Objection, 


3 

Q Do you know who controlled Lodge Record or who 


4 

you dealt with thereT 


5 

A Do I know? 


6 

Q Yes, 


7 

A At this time? 


8 

Q Yes. 


9 

A Mr. Lodge, 


10 

Q Who was in charge of Paramount Record Manufacturing 


11 

Company? 


12 

A Apparently Mr, Lodge, 


13 

1 

Q How did it come to pass that you purchased your 


14 

first block of Management Dynamics from Mr. Lodge? 


15 

A Mr. Diets, can we go off the record for a moment 

1 

16 

so I can ask you a question? • 


17 

Is that possible or not, sir? 


18 

THE COURT: I don't think --we can't be that 

I 

19 

informal. 

I 

20 

THE WITNESS: Your question again? 

1 

21 

Q Do you have any recollection of how Global 

I 

22 

Securities bought 3,000 shares of Management Dynamics 

1 

23 

at 90 cents -- 

1 

24 

A Yes, sir. 

1 

25 

Q -- from Mr. Lodge in September, I believe it is 

1 


September 9th? 

229a 

i 















Ihrf 44 


164 


Langenauer ~ direct 

MR. GUSRAE: Just to clarify the record, it is 
not Mr. Lodge, it is the Lodge Record Coapany. 

A It is not September. That's what I wanted to 
ask you. It doesn't show on here, the date. 

Q Yes, it is September. It is not October. 

THE COURT: You will have to speak up, Mr. 
Langenauer, because you are not being heard. 

A I was recommended to look at this stock by a 
client of ours and a friend,- a Mr. Richard Wellbrock. He 
asked us if we would be interested in looking at the stock, 
he had purchased some, and he thought the company was 
very good, and he said why don't I investigate it, it might 
be something possibly that my clients would be interested 

in. 

That is how I eventually came to buy some stock 

in it. 

Q Did Lodge come to you or did you go to Lodge 
for this purchase? 

A After Mr. Wellbrock told us to look at the company, 
I spent the next couple of weeks, I called Mr. Barrett, 

I got the information on the company, I spoke to Mr. Levy, 

1 went and looked %t this project, and then I told Mr. 

Levy if any of his clients wanted to sell some stock, we 
would buy some, nto to sell it to our customers,for ourselves 
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Subsequently I was told that there was sone stock 
available, and we purchased It. 

Q Who told you that there was stock availableT 

A At this point, I don't reaeaber. Either soaeone 
called ae I think possibly Mr. Lodge called me and said 
he had stock available. I really don't remember at this 
you know -> a long tine passed, you know, who did it. 

Q Mr. Langenauer, what was the purpose of the 
subordinated loan froa Lodge to you, to your firm? 

MR. HELD: Your Honor, I object. He is asking 
for Mr. Lodge's intent, Mr. Lodge's mind, as to the purpose 
of what a document was, not his thinking on the subject. 

Q Were there any conversations between you and Mr. 
Lodge which preceded that subordinated loan? 

A Yes, sir. 

Q Do you reaeaber what was said? 

A In respect to the subordinated loan? 

Q Yes, that's right. 

A Well, our objective in the beginning was -- 

THE COURT: What was said. You had a conversa¬ 
tion f'lth Mr. Lodge about the subordinated loan. What 
you told him and what he told you, that's the question. 

A (Continuing) It was all discussed at the 
tine he made the original investment, that he was going to 
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1 

1 

loan us $25,000 subordinated loan, and that's as far as it 


1 

went* That was part of the original agreenent, even though 


1 

it didn't happen in one day. It was a week between. 

i 

! 

1 

MR. DIETZ: No furtner questions, your Honor. 

1 

1 

MR. HELD: Your Honor, could we have a five 

1 

1 

1 

1 

minute recess, a two minute recess, so we can just briefly 

t 

» 

1 

1 

review this testimony that Mr. Dietz has just given us 

j 

I 

of Mr. Langenauer? 

! 

1 

THE COURT: All right, I will give you two minutes. 

i 

1 

(A short recess was taken.) 


1 

CROSS EXAMINATION 

1 

1 

J 

1 

BY MR. SMITH: 


1 

Q I just want to be sure of your testimony on one 


1 

point, Mr. Langenauer, and that is, do I correctly understand 


1 

you to say that you made your own independent investigation 


1 

of the stock of MD? 


1 

A Yes, sir. 


1 

Q Do you know a person, a Mr. Joseph Cirello who has 

1 

! 

1 

1 

been named by the SEC as a defendant in this action? 


1 

A Do I know him? 


H 

Q Yes. 


1 

A Yes, sir. 


H 

Q Is he employed by Global Securities today? 


1 

A At this time, yes, sir. 


1 
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0 Do you know when he was originally employed by 
Global Securities? 

A About — I'm guessing — three months ago, two 
months ago. 

MR. SMITHt Thank you very much. 

THE COURT> All right, Mr. Held. Mr. Held, come on, 
let's proceed. 

CROSS EXAMINATION 
BY MR. HELD* 

0 Mr. Langenauer, you testified earlier that you first 
heard of Management Dynamics stock from a customer of yours. 

A A customer and associate, Richard Wellbrock. 

O Prior to that time you had not heard of Management 
Dynamics? 


A That is correct. 

0 Did there come a time in the course of your looking 
into the company, I believe you put it earlier, vrtiere you 
called some town officials or local officials of some 
township to determine what oertAin projects were doing, and 
so on? 


A Yes, sir. 

O Do you recall whether that was prior to or subsequenjt 
to the time when any shares were sold by Global to customers? 

A I called — there are two places. One was in 
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Pennsylvania, I called that prior to ovu: selling the stock, I 
believe, and I think I called the other place afteinrard. 

It is hard to remember. 

O In discussing with Mr. Lodg^ where these securities 

<■ 

of Management Dynamics were coming from that he was selling 
to Global, did he ever mention that he had bought them in the 
open market? 

A I never discussed that with Mr. Lodge. 

MR. HELDt That is all, your Honor. 

THE COURT* Mr. Kraver? 

MR. KRAVER* No, youT Honor, no questions. 

THE COURT* Anything further? 

Thank you very much. 

(Witness excused.) 

MR. DIETZ* Mark this as Exhibit 5, please. 
(Plaintiff's Exhibit 5 marked for 
identification.) 

THE COURT* All right, Mr. Diets, call your next 

witness. 

JOSEPH M. MILANA, a Witness called 

by plaintiff, being first duly sworn, testified 
as follows * 4 
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16 V 

DIRECT BXAMINXTIOH 
BY MR. DIETZ> 

O Mr. Milana, ay naaa is Rogar Dieta and I am counsel 
for the Securities and Exchange Coamission, the plaintiff 
in this action. We never loet before, have %re7 
A No, %re haven't. 

O Where are you presently enployed? 

A Mayflower Securities. 

0 What ia your position there? 

A Vice-president. 

O Do you have a function at Mayflo%rer? 

A I am in charge of the trading xoom. 

O How long have you held that position? 

A I'd say about four or five years. 

O Do you recall a period of time when Mayflower 
traded the stock of Management Dynamics, Inc.? 

A Yes. 

O I'd like to show you Plaintiff's Exhibit 5. 

MR. DIETZ* Exhibit 5, gentlemen, was attached — 
MR. SMITH* Exhibit G to the moving affidavit? 

MR. DIETZ* Exactly. 

O Do you recognize that document? 

A Yes. 

O What does it portend to be? 
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A It la a quastionnalr* on tha trading of the stock 
of Management Dynamics by Mayflower Securities. 

0 Do you recognize the signature? 

A Yes, I do. 

O VRiose is it? 

A Roger Barnett, our cashier. 

O Is there any reason for you to believe that this 
is other than accurate? 

A No. 

MR. DIETZt The plaintiff offers Exhibit 5 into 

evidence. 

MR. SMITH* No objection, yoiir Honor. 

MR. KRAVERt Mo objection. 

(Plaintiff's Exhibit 5 received in 
evidence.) 

MR. DIETZ* Your Honor, we would like the Court 
to take judicial notice of an order for private proceedings 
and findings in that proceedings by the Securities and 
Exchange Commission, as it pertains to Mayflower Securities. 
If your Honor will take judicial notice of this public 
official document, there will be no need to question the 
witness. 

MR. SMITH* I object to this. I don't even know 
what the document is, but I certainly am going to object 
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to it. 

I 

MR. HELD* Me do know what Mr. Diets is referring 
to, but it has absolutely nothing to do with Management 
Dynamics, it is something that happened sometime ago, I 
believe in 1970. 

NR. SMITHI That is apparently what it la, and 

I 

I will object to it. 

MR. GUSRAEt I have a lot of case law back in my 
office saying this is not admissible in a civil action. 

I just had this before another judge of this court. 

THE COURT« Mhat is the purpose of it? I see it. 
Mhat is the purpose of it? 

MR. DIETZt Insofar as it goes to a need for 
Injunctive relief. It shows that the defendant Mayflower 
has been the subject of a prior administrative proceeding 
ordered by the Commission, emd that Mayflower was suspended 
for a period of 40 days from effecting transactions as an 
underwriter in securities. 

MR. GUSRAEt And that goes to show why you need 
injunctive relief here? 

MR. DIETZt That goes to show that this defendant, 
your Honor, has once before violated been found to have 
violated the securities laws and is not merely, so to speak, 
a peripheral member of the defendant group. 
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MR. HELDt Tour Honor, so was Merrill Lynch, 
and they are not naaed in this proceeding either. That 
has absolutely no relevance and doesn't belong in this case. 


MR. GDSRAEt It is a part of the Merrill i.ynch 


decision. 


THE COURTf The only thing I can do, gentlemen. 


on this — 


MR. DZBTZt Your Honor can give it whatever «might 
he feels, of course. 

HR. GUSRAEi I think it is extremely low of Mr. 
Dietz, who is a staff member, who has been before this 
Court, to attempt, even, to put in a decision by an admini¬ 
strative body, not even another court, into this ease, where 
there is clearly nothing to do with anything. 

I don't even think it is admissible under the case 


law. 


MR. DIETS t Your Honor, I will ^ glad to ask 


the witness questions pertaining to this. 

THE COURT* The point is that I am not clear myself 
as to whether or not any prior infractions go to determine 
that there is — rather bolster rp the need for injunctive 
relief. My inclination would be that it would. 

However, I think that what I am going to do is to 
allow it in and you gentlemen can enlighten me as to 
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MR. 6 U 8 RAE 1 Mr. Levy is on the stand. He Is about 
to testify. 

THE COUKTt Mr. Diets, please. You don't have to 
warn this man of his rights. He is in a oovurt and he is 
before as, in regard to that. Ask him questions, please. 

Q Mr. Levy, how are you employed? 

A I am a lawyer. 

Q Are you associated with a law firm? 

A Yes, I am. 

0 VRiat is the name of that law firm? 

A Levy 6 Levy. 

O Are you a partner in that firm? 

.A Yes, I am. 

0 Where did you go to law school? 

A University of Pennsylvania. 

Q When did you graduate? 

A Law School?. 1966. 

0 When were you admitted to the Bar? 

A The same year, 1966. 

Q In what state? 

A New Jersey. 

THE COURTt Did you say 1966? 

THE WITNESSt Yes, I did. 

0 Are you admitted in any other jurisdiction? 
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Levy - direct 


No, I am not. 

Have you been practicing law since 1966? 
Yes, I have. 


lao 


What has been the nature of your legal practice 


since 1966? 

A All sorts of general practice. 

0 Do you do securities work? 

A Now or did I do securities work? 

0 At any time during — 

A Yes, I have done securities work. 

0 Would it be fair to say that in 1972 you were 
specializing in securities work? 

A I don't oharacterise it. I did do securities work. 
0 What sort of securities vrork have you done, Mr. 

Levy? 


1 

I 

j 


I 


I 



A Registration statements. That's about all. 

O How many registration statements have you been 
Involved with? 

A Involved with? Can you ask a more specific question? 
THE COURTt You mean how many registration statements 
has he prepared? 

NR. DIETZ I' Yes. 

A Maybe 9, 10. 

0 Mr. Levy, are you familiar with Ocean Data 
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2 

Equipment Corporation? 


3 

A Am I familiar with it? 


4 

Yea, I have heard the name. 


5 

Q Are you oounael to the underwriter In that -- 


6 

excuse me. 


7 

Did Ocean Data — 

1 

8 

MR. GUSRAEt I have got to ask for the relevancy 


9 

of this question. 

j 

i 

10 

THE COURTt X think the relevancy of the question 

1 

11 

la very clear. X gather what Mr. Dietz Is atteiqitlng to 

1 

i 

12 

establish is this man's familiarity with — 

1 

13 

1 

MR. GUSRAEt Your Honor, X didn't object to the 


14 

fact that Mr. Levy may have done 9 or 10 registratlonstate- 


15 

ments. X am not objecting If Mr. Diets wishes to qualify 

, 

16 

Mr. I«vy as an e3q;>ert In some manner, shape or form. 

• 

17 

Now he Is getting Into the particular registration 

1 

18 

statement — 


19 

THE COURTt You don't know at the present time, Mr. 


20 

Gusrae,what he Is going to ask. The qiiestlon Isn't objeotabla 

• 

21 

I had assumed that he Is asking -** was going to ask this 


22 

question and others to establish that he has done a fair 


23 

amount of work on that. 


24 

But If It comes to something else, then you have 


25 

a right to object. 
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O Mr. Levy, have you ever been counsel to a public 
conpany other than Management Dynamics? 

A well', I vas counsel for the registration statements 
that I prepared. 

0 I am not talking about registration statements. I 
talking, in your legal experience,have you ever been 
counsel to a public company? 

A Once these companies that I prepare registration 
statements for went public, for a short time and thereafter 
I have been cotinsel for them. 


0 

A 

O 

A 

0 


Have you ever been counsel to underwriters? 

^ere were occasions, yes. 

Have you ever been counsel to brokev«4eelers? 

I class that the same category. 

Are you fasilliar with a company named Ocean 
Data Equipment Corporation? 

A I said yes before. 

0 Did there come a time when Ocean Data Eqvilpinont 
Corporation filed a registration statement to offer securities 
under the Securities Act of 1933? 

A Yes. 

0 Whan was that? 

A In 1969 sostetime, I believe. 

O Would it be Octcri>er of *69? 
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A If you say so. 

Q Ware you oouneel to the underwriter there? 

A Yes, I was. 

0 Who was the underwriter? 

A I believe it was Patterson, Matshin i Casq>any. 

0 Are you fasdliar with a conpany named Associated 

Leisure Enterprises, Inc 7 

A Yes, I an fasdliar with it. 

0 Did that firm file a registration statsawnt with 
the SEC for public sale of its stock? 

A Mot that I know of. 

Q Excuse m? 

A I am sorry. Associated Leisure? 

0 Yes. 

A Yes, it did. That was one of my clients. 

O That was in 1970, wasn't it? 

A It %rould sound that way, yes. 

O Did you participate in any way in the preparation 
of that tregistration statement? 

A Yes, that was one of my clients. 

MR. GUSRAEI YoUT Honor, at this tisM I'd like 
to object and approach the bench on this. 

THE COUKTi You don't have to approach the bench. 
There is no jury here. 
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185 

with the SEC for public sale of its eecuritiea? 

A Yea, it did. 

0 Haa that in 1971? 

A Sounds right. 

0 Were you an officer and director of Electro Dent? 

A Yes. 

Q Did you also help prepare the registration statensnt' 
A Yes. 

0 Do you recall a second registration statesMnt that 
you prepared for Digi Log Systeas in 1972? 

A I told you, Digi Log was one of ny clients. Yes. 

0 Do you recall Digi Log filed two registration 

statements with the SEC at different tiroas? 

A Both %«ers successful, yes. 

0 Did you help participate in ea<^ of those? 

A I participated. I am the one who is the lawyer. 

It is ny client. 

THE COURTf He told you now for the third tisM 
that that was his client. 

0 Are you familiar with a firm, company, kno«m as 
Artists USA, Inc.? 

A Yes. 

0 Is that one of your clients as well? 

A It was. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 



0 Did you prepare on behalf of Artists VSh^, a 

notification and offering circular pursuant to Regulation 

% 

A Of the 1933 Act? 

A Yea, I did. 

0 Are you faaiillar with the firm known as Allstate 
Acceptance Corporation? 

A Yes. I 

j 

0 Were you counsel to this firm? 

A I think I better clarify. 

During the periods that you are talking about, I 
had maybe six or seven additional attorneys working for my 
firm, and most of these underwritings that you are mentioning 
were actually — the main work was done by them, and I did 
review it, so in that context I say In all that context, 
yes. 

0 You accept responsibility for these underwritings, 
don't you? 

A Yos, absolutely. 

Q Did you help prepare a notification and offering 
circular pursuant to Regulation A Of the '33 Act for 
Allstate Acceptance? 

A As a Resulatlon A, I didn't hear your question, 

I reviewed It, yes, yes, I did. 

O Did you do the saM with respect to Dekon Corporatloa? 
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Levy - direct 

Q Did you prepare on behalf of Artlets a 

notification euid offering circular pursuwt to Regulation 
A of the 1933 Act? 

A Yes, I did. 

O Are you familiar with the firm known aa Allstate j 
Acceptance Corporation? 

A Yea. 

I 

O Were you counsel to this firm? 

A I think I better clarify. 

0\u:ing the periods that you are talking about, I 
had maybe six or seven additional attorneys working for my 
firm, and most of these underwritings that you are mentioning 
were actually — the main work was done by them, and I did 
review it, so in that context I say — in all that context, 
yes. 

Q You accept responsibility for these underwritings, 
don't you? 

A Ygs, absolutely. 

Q Did you help prepare a notification and offering 
circular pursuant to Regulation A of the *33 Act for 
Allstate Acceptance? 

A As a Resxtlation A, I didn't hear your question, 

I revie%red it, yes, yes, Z did. 

O Did you do the same with respect to Dekon Corporation? 
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0 Did you prepare on behalf of Artists USA^Q^e,, a 
notification and offering circular pursuant to Regulation 
A of the 1933 Act? 

A Yes, I did. 

O Are you familiar with the firm known as Allstate j 

I 

Acceptance Corporation? 

A Yes. 

I 

0 Were you counsel to this firm? 

A I think I better clarify. 

During the periods that you are talking about, I 
had maybe six or seven additional attorneys working for my 
firm, and most of these underwritings that you are mentioning 
were actually — the main work was done by them, and I did 
review it, so in that context I say in all that context, 
yes. 

0 You accept responsibility for these underwritings, 
don't you? 

A Yos, absolutely. 

Q Did you help prepare a notification and offering 
circular pursuant to Regulation A of the '33 Act for 
Allstate Acceptance? 

A As a Resulation A, I didn't hear your question, 

I reviewed it, yes, yes, I did. 

O Did you do the saM with respect to Dekon Corporatioi? 
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A Yes. 

Q That was in 1972 also, is that right? 
A You say also? It was 1972. 

0 Nsre you counsel to the issuer? 

A I an sorry, on what, Dekon? 


197 


Q Yes. 

A I am special counsel. I wasn't general counsel. 

0 Did you also prepare and file with the Securities 

and Exchange Ccssaission registration statsasnts for other 
ooii«>anie8, «ihiah registration sta t ssis n ts for one reason 
or another never beoane effective or were withdrstwn? 

A Yes, there are a few. 

0 Was Conp U. Bed^ one of these? 

A Yes. 

Q In 1971. Leisure Tljse Enterprises in 1970? 

A Yes. 

O Containerised Storage and Land Developers, 1971. 

The dates I am reading are the dates they were 
withdra«m. Is that one? 

A I am sure there is no argument about the dates. 

It is certainly within a two-year period. These %rere 
definitely submitted to the SEC under my name, whether I did 
them or took responsibility for them, that is the main thing. 

The answer is yes to all of that. 
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clients, the one that I actually worked on, not just reviewed, 
that I liked, and these are my clients, my companies, that 
I eua very close to the presidents with. I am sure that 
from time to time they are on the wall, at one period of 
tins it was for a month or two. It is not now and hasn't 
been for quite a while. But there was a time there was. 

Again, I don't know %diat you are leading to, but, okay. 

THE COURT 1 Mr. Levy, you stop being a lawyer and 
be a witness. You have lawyers sitting down there. You be 
a witxMss now. 

THE WITNESS t As soon as I said that, I realised 
my mistake. I am sorry. 

THE COURTt All right. 

0 In the course of your professional career, have 
you also had (K>ramunlcations with transfer agents? 

A Yes. 

o Is that a fairly common aspect of your work? 

A It occurs when the need arises. 

0 As of December, 1972, would you say that you per¬ 
sonally specialized in securities matters? 

A No, I wotildn't say that. It certainly was a 
major part of ray %K>rk. 

0 Do you remember appearing at the offices of the 
SEC on December 7, 1972? 
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A Yes, X do. 

Q Do you roiaanbor you wore there with oounoel, 
weren't you7 

A There was a lawyer with me. 

Q Do you remember being interviewed by me before 
a reporter and being asked qiiastions and giving answers? 

A Yes, I do. 

Q Do you remember« and I will refer for the purpose 
of the record to page 8 of this transcript, my asking you 
the following questions 

"What sort of practice do you have, Mr. Levy?" 

And do you remember giving the following answers 

"I personally specialise in sectirities matters. 
That is all I do. But the firm itself does rather general 
law practice." 

MR. OUSRAEt Your Honor, first of all, 1 don't 
think it is proper for Mr. Diets to have that inflection of 
voice. 

THE COURTS There is no jury here. 

MR. GUSRAEs I know, but still it is — 

Second of all, I don't see any difference 
in the answer, the firm itself does a general law practice, 
than what this gentleman testified here. 

THE COURTS I see the difference. 
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0 Do you rommdMir giving th« «naw«r to the question 
that I posed to you at that time? 

A No, I don't remember that ans%rer. 

O If I show you this transcript, will that refresh 
your recollection? 

A That is idiat it says on the transcript, but I 
don't remember that, no. 

0 In other words, the transcript is wrong? 

A Could be. 

0 Did you have an opportunity to review this tran¬ 
script? 

A My attorneys gave me a oopy last «#eek, but other 
than that, I had never had a chance to review it. 

0 Did you ever request a chance to soe the transcript? 

A I saw no reason to. 

THE COURTt He said his attorneys gave it to 
him lest week . That is what he said. I assume when they 
gave it to him, he saw it. 

0 Did you have a ohanoe to review the transcript 
at that time? 

A I qviickly glanced at it. Tes. 

O At the ties that Mr. Barrett came into Management 
Dynamics, ^ere was Management Dynamics located? 

A The offices? 
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0 Yes. /93 

A They had an office in my office building at 130 
North Broadway, Camden, New Jersey. 

O Do you own any shares of Management Dynaadca? 

A Yes, I do. 

O How many do you own today? 

A I have to look at the treuisfer sheet. I know 
originally it was 55,000 unregistered shares and then by 
way of gift shares from Mr. Hoffman, I believe Mr. Goff, 
it is either 5,000 or 10,000 shares more. I honestly haven't 
looked at the safe. My stock certificates are in my safe. 

I will say somewhere between 60 and 80,000 shares. 

O Do you own unregistered securities of other companieji? 
Oh , yes. 

How many shares would you say that you have? 

MR. GUSRAE: Your Honor, I object. 

THE COURT? nl'jcction sustained. 

MR. DIETZ? Your Honor, if I may, we are asking 

for an injunction as to the securities of Management Dynamics i 

! 

as well as the securities of any other Issues . The fact 
that Mr. Levy owns or may in the future acquire unregistered 
securities of other companies or may indeed become involved 
in other companies I think is relevant to the breadth 
and scope of the injunction against him. 


A 

O 
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1 li Ihrf 75 


one. 


Levy - direct 


MK. GUSRWEs Your Honor, first he has to ^4 this 


THE COURT: I would think that is so. If you can 
establish that Mr. I^evy's conduct is such that he should 
ljaiT@ci, not only in regard to this matter but in regard 
to others, I don't think you need to go into questions about 
the other stocks . 

I think if that is shown, that will be shown. 

I think Mr. Gusrae is right. I would suggest you concentrate 
on this one . 

o Mr. Levy, I'd like you to look at Plaintiff's 


Kxliibit 1 


Hove you over seen that before? 


A Yes- 


0 Did you prepare it? 

A Yes, I did. 

0 Did you authorize it to be mailed to shareholders 
of Management Dynamics? 

A Yes. 

O Did you authorize it to be mailed to brokers and 

dealers? 

A No. 

0 Aren't some brokers and dealers shareholders of 

Mamagement Dynaunics? 
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195 


2 

A Yes, sir. I 

3 

0 Wasn't Exhibit 1 mailed to them? 

1 

4 

A If they are shareholders. 

5 

1 

0 I am asking you, weren't they shareholders at the 

6 I 

1 

time the — 

! 

1 , 

A 1 didn't look over the list to see who was on 

8 

these labels. My secretary mailed them out. I assume 

9 1 

1 

by their nature, any company would have broker-dealers 

10 

as shareholders. As to how many they were, who they were. 

11 

I really can't tell you. 

12 j 

0 Do you feel, Mr. Levy, that Plaintiff's Exhibit 1, 

13 1 

particularly the footnotes on page 5 , is a fair and accurate 

1 

14 1 

representation of the options which were assets of Manageoiant • 

i5 j 

Dynamics? | 

1 

1 

u; j 

1 

MR. GUSRAEj Your Honor, isn't that what we are 

17 

hero for? Isn't that exactly what we are here for, the 

18 

issue? 

i 

19 

THE COURTS Yes, but — I agree, but that is an open! 

20 

j 

question. I assume, I am now interpreting the qxiastlon, what | 

21 

1 

he is asking is did he feel at the time that he made the i 

1 

22 

statement that it was an accurate reflection. I think he 


can ask that question. 

•M 

A The written portion of the letter was mine, was my 

20 

writing, it was wy information, and to the best of my j 

1 


I 
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1% 


Knowledge it is extremely accurate. 

The second part of it, what you are referring to, 

footnotes and financial statements, were prepared by the j 

i 

company's accountemt, Mr. Winer. He went over it with me. 

I saw nothing that ha showed me ^md from the work papers 
that he showed me that would lead me to believe anything j 

other than it is as accurate as possible, and I still feel | 

that today. ! 

I 

O Do you feel that Plaintiff's Exhibit 1 oontaina I 

I 

the sort of information that would be required in a Regulation 
A or full registration statement? 

MR. GUSRAE! Your Honor, I object to that question 
because. A, this is not a registration statement, it is not 
an S-1. Tliat is first of all. 

Second of all, I assume if we are talking about | 

>j his feelings, ho is talking idjout hin as an expert witness, j 

and not as a witness who wrote this. , 

! 

THE COURT* I roust confess, Mr. Dietz, I don't 

I 

understand the question. 

I 

MR. DIETZ* The point of the question, your Honor, ! 

'i 

is that the Commission contends that the information that 
Mv.nagement Dynamics disseminated to the public was far less 
j than what is required by the law, and what they would have 

' I 

ii been required to — 

’ I 

ll 
|i 
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1 

2 

THE COURT 1 The queation about that — why don't 

i 

i 

3 1 

you eatabllah that? You don't have to ask your man 


4 I 

whether — in regard to It. Ask him what is required or 

1 

1 

5 ' 

ask him does it have various items in it if the law requires 

i' 

! 

6 i 

it in regard to the statement. 

' 

1 

7 

I don't care what his feelings are about the law. 


8 

0 Mr. Levy, you are familiar, are you not, with the 

1 

9 ' 

requirements of disclosure in a full registration statement 


10 

or an S-1? 

1 

11 

A Yes. 


12 

0 What are the items of information that are re-> 


13 : 

quired to be disclosed when a company files a registration 


14 ! 

statement for the first time? 


15 

1 

! 

MR. GUSRAEt Your Honor, again, I must object. 

J 

16 

i This is a shareholder's letter. It is a letter to sheureholdei 

s. 

' 

17 

I see no relevancy about a registration statement or an S-1. 

1 

1 

18 

It is completely different than a shareholder's letter. 

1 

1 

19 

it is night and day. The only two documents before you. 


20 

your Honor, the only two docusients in this case are t%ro lettet 

s 

21 

1 to shareholders. 

1 

1 

22 

THE COURT* What about that, Mr. Diets? 

1 

23 

1 MR. DIETZ t Your Honor, Mr. Gusrae nay well have 

1 

1 

24 

j a point, if Manageskent Dynamics were the sort of coaf>any 

1 

1 

25 

1 that filed either a registration statement when it initially 

i 

i 
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1 
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Levy - direct 


198 


•) 


4 

5 


ti 


8 

;) 

10 

11 


12 


issued Its stock to the public or subsequently filed a 
registration statement because it had met the requirements 
of the Securities and Exchange Act of 1934. 

In other words, one million dollars of assets and 
300 shareholders. Management Dynamics was neither. That sort 
of a company files the full documentation and material 
that is required by the Securities Acts — may well send out 
a shareholder's letter -- I am not saying they could send 
one out like Exhibits 1 and 2, which we maintain in any 
event are fraudulent, but they can send out shareholders' 
letters as long as — 


i;i 


14 


i.S 


lii 

I 

17 

18 ! 
19 i 


20 


22 



I 


THE COURT! All right, all right, Mr. Dietz. 

1 don't really know why I should be assisting you in 
trying your case, but there is no point in your asking this 
man what the requirements are of the law in respect to a 
matter. If you want to get that in emd make that argument, 
the thing for you to do, I would suggest, is to ask him 
does the statement have tJie various things that you think the 
law requires. That is all you need to do. 

Let me suggest further that when we reoess for 
Tuesday, I would suggest tliat you get — do soste further 
homework on this case so it can be presented appropriately. 

All right, let's proceed. 

O Mr. Levy, did you review Plaintiff's Exhibit 2 
before it was disseminated to the public? 
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1 

Levy - direct 


2 

A Mr. Barrett asked me to read it before he sent it ‘ 


3 

out, Yos, he did. Yes. It wasn't a very detailed review. 

1 

1 

4 

l| but I reviewed it. 

ij 


5 

:j 0 Did you make any changes from what Mr. Barrett 

1 

6 

;! 

had originally proposed here? 

1 

7 i 

1 A No. I made various changes and suggestions to him 

i 

8 

of various wording that he had that I thought was misleading, | 

9 

1 and some he followed and some he didn't. But on the main 


10 

1 

part I was not — on the main part I was satisfied that it 


11 ! 

was certainly an acceptable type of letter. 


12 

Q Whan you say in the main part, do you have today 


13 ; 

any reservations about Plaintiff's Exhibit 2? 


14 1 

i 

A If I had written the letter, I %rauld have written 


15 j 

it much differeiitly. But it is just a matter of style, 


10 j 

that is all. 


! 

0 As far as the information in there is concerned. 

1 

18 

do you have ajxy reservations about it? 


19 

MR. GUSRAE: I object. If he is asking whether 


20 

he has any reservations today as to what these things say. 


21 

I gather some of these things did not come to pass. So 

1 

22 

he might have some reservations — 

t 

23 

THE COURT? Mr, Lsvy, by virtue of his answer. 


24 

practically demanded the question and the question is 


25 

appropriate In view of what he said. Objection overruled. 
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200 


2 

j 

A Can you repeat the question to me? 


1 

3 ! 

THE COURT* If Mr. Levy would stop being the lawyer 


4 

and start being the witness up here, he might not get himself 


5 

1 Into those kinds of chlngs. 

1 1 


6 I 

1 1 

(The record was read.) | 


7 1 

; i 

1 A Tlie actual details of Mr. Barrett's business was | 


8 • 

j 

really In his mind, not In mine, but from the facts that he | 


9 ' 

1 

! told me and the facts that I generally verified, I don't 


10 i 

1 

have any major reservations, no. 


11 1 

THE COURT: Your emswer, Mr. Levy, If you had any 


12 ; 

reservation, the emswer could have been yes or no. Start 

1 

13 ' 

answering questions, please. 


14 1 

All right, proceed. 

1 


15 

1 0 Mr. Levy, what w.is tiie date of-hho. shareholder's 

1 


10 ! 

1 meeting that ratified Mr. Barrett's coning into Management 


17 

j Dynaunics? 


18 

A September 4, 6, 1972. Somewhere in that area. 


19 

Either 4th or 6th of September. 


20 

0 The data of that'letter and press release are 


21 

October 25th and 13th respectively, are they not? 

1 

! 

22 

A Yes. 


2:i 

0 C^m you tall me If there are any reasons which 


24 

caused you to issue Plaintiff's Exhibit 2 at the time that 


25 

1 you did? 

1 
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2 

A It took about three or four weeks to get labels 


3 

front the transfer agent to mail them out. It took about 

1 

4 

one week to get the secretaries to actually put the letters 

1 

I 

! 

5 1 

1 

into the mail, it took a while to write the letter, I 

1 

6 1 

understand. Mr. Bariett is a very careful and very — well. 

' 

1 

7 

at times a very slow man, and just in the normal press 

1 

1 

« i 

of business, theft is as soon as we got it out. 


i 

9 1 

i 

1 

0 Did you feel it was Incumbent upon you as legal 

j 

1 

to 

1 

advisor to the company to urge the company to get this 

! 

i 

II 

information out to the public as soon as possible? 


12 

1 

A Not urgent need, but there definitely was a need. 


1 

13 i 

Mot a need, but it certainly seemed to be preferrable to 

1 

14 ' 

get this information out because the August 15th letter just 

I 

Ift 

m 

described the assets that would be voted into the company. 


16 

1 and I thought it would be nice for the stockholders to have 


17 

1 

a little more detail concerning these assets and the plans 


18 

of the president. 


19 

0 On or about ,.jgust 15th you controlled Management 


20 

Dynamics, didn't you? 


21 

A I don't know what you mean by controlled. 


22 

MR. GUSRAE* Objection. 


2 :i 

A (Continuing) There was no other office. I was 


24 

abandoned. The president, vice-president, all the other 

1 

25 

officers, they ju9t quit and left, and I remained there. 

1 

J 
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5 

6 

7 

8 

9 

10 
11 
12 



helpful. I can't attribute ^lny nefarious scheme, Mr. Dietz, 
by virtue of the fact that the now president is elected on 
September 6th and gets a latter out on October 15th. 

0 Mr. Levy* what is your procedure in transferring 
restricted stock or issuing restricted stock? 

MR. GUSRAEt When he says his procedure, I am not 
quite sure I understand the question. 

O Let me ask you a prefatory question. 


13 

14 

15 
10 


From time to time do you receive requests to have 
restricted stock transferred from one owner to another? 

A For Management Dynamics or for any company? 

O For any company. 



A Yes. 

O Are you called upon to issue instructions to the 
transfer agent to effect that request or those requests? 

A Sometimes. 

Q When you do issue such instructions, what do you 

tell the transfer agent? 

A Sometimes it varies with the transfer agent. They 
each have different sets of procedures. In general? 

0 Yes. 

A l<Jt we make sure I have your question right. 
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Ihrf 88 


Levy - direct 


2)1 


You mean anyone from -- who already has unregistered 
stock and wzmts to transfer it to somebody else, is that 
your question? 

0 Yes. 

A I have to see the number of people that they intend 
to transfer to and the reasons therefore, and I usually 
talk to the people on the phone and inquire to them as to 
what reason they may have, ^md then make sure that there 
is an investment letter signed by the new transferee of 
the stock, and then sand written instructions with the 
investment letter to the transfer agent, or unless the trauis- 
fer agent has some other procedure, usually that is what 
happens. 

And the transfer agent sends the certificate with 
the legend on it to roe for distribution. 

O Is tiie new certificate of a legend on one side 
or more than one side? 

A It varies with the transfer agent. Usually there | 
is a legend on the front saying. "Please see the back side ! 
certificate," and on the back is the standard restrictive 
type legend. 

Soma transfer agents put the legend on the front 
and on the back. / 

O But notice of some sort is placed on Doth sides, 
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2J8 


generallyr isn't that so? 

A Yes. It happens with Management Dynamics, 
it is. But other conf>anie8 it is just on the front. 

0 Do you know if this restricted legend is required 

by law? 

A To my knowledge it is not required by law. 

0 but it is testimony, as I understand it, 

that in Management Dyneunics, at least, all restricted stock 
that came tlirough your office had a legend affixed on both 
sides? 

A For all con^janies except for Mr. Watson's stock, 
all had legends on — well, we will confine it to Management 
Dynamics. As I remember, I think on both sides ”•* at least 
it waf.. both sides. I think most of them it was on both 

uldes. 

O Let’s talk about Mr. Watson. How did it happen 
that you penral ted the stock to be issued to Watson in 
Watson's iiaitiB and without any ./f these restricted legends? 

A It '.’as l.’att of the conditions he had for the 
approximately one million dollar private placement to the 
company. 

O Did you know that there was a danger in that? 

A I didn't think there was any danger, as long as 

Uio else of the certificate was large enouhg that any reason 
person, oven unreasonalile person, would check with the trans 
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Levy - direct 


2.9 


ag«nt or with the company, since the stock was selling at 
over $5 a share at that time, a 5,000 share certificate 
was ;^2S,000, anyone who is going to spend that much money, 
there is no doubt in my mind, because I have talked to various 
transfer agents amd otlier attorneys, that any legitimate 
perscxi would make am inquiry as to the ,^-m.inonesa and 
validity of this type of certificate. 

0 You bring up an interesting point. Was there any 
way of someone knowing whether this stock was restricted 
by looking at the certificate? 

A No. 

'O There is no legend on it, right? 

A It is without 1/^gend, That is correct. 

0 So you yourself say $5 times 5,000, what would the 
value of that stock have been at the time, as restricted 
stock? 

A I am not an accountant. 

Q What was Watson going to buy it for? 

MR. GJISRAS: I have to object to this, your Honor. 
The value, I think ho has given the answer. 

MR. DIETZt The price. 

MR. GUSRAE? The price of what? 

MR. DIETZ I Of the Management Dynamics stock, 

Mr. Gusrae, liow much a share. 
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1 

2 

Ihrf 91 i-ovy - airecc 2 |q 

MR. GUSRAE* We know what it is according to 

3 

your own schedule. 

4 

MR. DIETZt No, how much was Watson going to buy 

5 

it for? 

6 

THE WITNESS? He wasn't going to buy it. Ha was 

7 

an agent. 

8 

0 What was his principal going to buy it for? 

9 

MR. GUSRAEf If he knows. 

10 

A Since no deal was ever concluded, that is purely 

11 

speculative. 

12 1 

THE COURT* Come now, Mr. Levy — 

i 

13 

0 Was there euiy price discussed, Mr. lAvy? 

14 

A Yes. 

13 

j 0 What was the price? 

!•; 

A Somewhere between $1 and $1.10 a share. 

17 

0 Wliy was it $1 rather than $5? 

18 

A As unregistered stock, meaning a parson that bought 

19 

j it would have to hold on bo it for many years, a minimum j 

20 

i of two years, at least a certain portion of it. Certainly 

11 

21 

the price wouldn't be equated to the price of the market 

22 

stock. It has to be something less. That was the price 

23 

agreed upon. In other companies, that seemad to be about 

24 

the usual rate. 

23 

O This was going to be a sale of stock from the 
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1 

Ihrf 92 Levy - direct 

21 1 

company through Watson to other identified people, is that 

1 

2 

3 

so? 

A Unidentified people. 

1 

4 

0 Unidentified? 

1 

5 

A Yes. 

1 

6 

0 Isn't it a fact that the law requires there to 

1 

7 

8 

Q 

be a registration statement filed for — any time a 

1 

company wants to sell its stock, unless there is an applicable 

1 


ox-m!** ton? 

1 

10 

MR. GUSRAEs What the law is, the law is, your 

1 

11 

Honor. 

1 

12 

THU COURTt That is right. It doesn't make any 

1 

13 

difference. Why ask him what the law is. 

1 

14 

MR. DIETZt I am showing, your Honor, that he 


Ifi j 

acted in an irresponsible 

1 

H) 

THE COURT? I'Thether he knew what the law was or 

1 

17 

not, the question is did he violate it 2 md did he act 

1 

H 

18 

1 

irresponsibly. With his knowledge of the law, as you are 

1 1 1 

19 

suggesting, with his knowledge of securities and —> I would 


20 

be able to assume that he knew what the law was. Come on. 

1 

21 

Let's move into — move on in this case, please. 

1 

22 

0 Mr. Levy, how many people was Watson representing? 

H 

2:1 

A As far as I know, one. 

■ 

24 

0 What is the basis of that knowledge? 


25 

265a 



SOUTHCRM OIITNICT COUNT NCPONTENS. U S. COUR T HOUSE 
rOLCV SQUARE. NEW VONK, N.V. CO 7-«SS0 





Ihrf 93 


Lovy - direct 


212 


A His representation to no. 

O Did he v 3 ver give that representation in writing? 

I saw no reason to ask for it. 

O Excuse me? 

A He gave me nothing in writing, that I know of. 

O Are you sure about that, just one person? 

MR. GUSRAE! I am sorry. I am missing the trend. 
Are you asking did Mr. Watson give this representation in 
writing or did Mr. levy? 

0 Did Mr. Watson? Is there any representation that 

Watson represented only one person? 

the court t The question was how many people did 

Mr. Wat 3 on represent, and Hr. Levy raid one. He eeid ho. do 

you know that, and he said that Is what he told hl». 

MR. CsUSRAE* Then the question was, was this ever 

put In writing. I an wondering who was guppo.«l to pot thi. 
in writing? 

the courts I don't know. I assumed that he means 
did Mr. Watson ever put in writing to Mr. I^vy that who 
he represented. Is that the question? 

MR. DIETZ j Yes, yoiur Honor. 

THE WITNESS. No, he didn't, nor orally did he 


tell roe. 


Excuse me? 
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213 


2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 
IB 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A Nor orally did he tell ns. 

THE COUBTt Did he identify then? 

THE WITNESS! No, he did not identify him for 
the specific reason that I guess he felt «fs would go around 
him and go to the buyer directly, and thus he wouldn't get 
his oonmlssion. 

THE COURT! But you are speculating on that? You 
don't know that, do you? Did he tell you that? 

THE WITNESS! No, he didn't. I an speculating. 

O Mr. Levy, do you renenber cmoe again in your 
testiaony before the SEC where you said in reference to Mr. 
Watson and an associate of his named Ronald Plundee, 
page 51, 'they claimed they had capabilities of placing the 
stock with large institutional buyers." 

IB that correct? Is this a correct transcript of 
your statement? 

A I have no idea if it is correct. I didn't have a 
chance to see it. 

O Did you say that? 

A I don't know if I said buyers, buyer. To me it 
all means one group, as far as I am conoemed. 

0 Is this transcript accurate? 

MR. GUSRAE! YotiT Honor, I'd like him to look at 

the transcript. 'H»ere is no question. 
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5 / 

MR. DIETZj This Is a statement by Mr. Levy, 


page 51, line 25. I am asking him if he said what is 
recorded on this transcript. 

THE WITNESS s You are asking me vdiether I .used 

plural or singular" 7 

0 Did you say what is recorded here? 

A How am I supposed to remember — what is it, over 
a year ago? I don’t know i." it was plural or singular. 

Ail I know is it was singular, the group. Sometimes I may 
use bad grammar, or it may be taken down wrong, or 10,000 
reasons. But as far as I know it was one group of people 
tliat he was referring to. 

0 On page 52, at the bottom of the page, where you 
say, "I tliink he enticed me first with $500,000, that is a 
good round sum, it would be 20 per cent or 25 per cent, I 
don't remember, he kept changing the story every time he ever 
talked to me of the market value of the company, and he 
wanted a private placement that he has the people to do it 


with." 


correct. 


Do you remember making that statement? 

I see it is hare. I am sure it is essentially 


Do you remember saying, "i>eople"? 

No. How many tiroes you use people, persons, it is 
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interchangsable, I em suro I am not going to romembor wlrat 
exact word I used at that time, 

0 \4hat assurances had you if Mr, Watson vfere success¬ 
ful in making this private placement that the person or 
persons to whom he sold Management Dynamics stock wouldn't 
go out emd sell to other people? 

A You say assurances, the people that — the group 
that he would get, what would happen was that that particular 
stock and Mr. Watson's would go back to the transfer agent, 
and tliese certificates would be issued for these people, 
and it was fully our intention to either put legends on the 
stock or see where they aure going to hold the stock and what 
intention they had, but until that happened we didn't know. 
Hut even if he weren't going to do that, the transfer agent 
had a stop transfer order next to the stock certificate, 
and tiiat alone is protection enough. 

O It is not necessary, is it, for — 

•niK COURT; I am sorry. Mr. Gusrae, what are you 

standing for? 

MR. GUSRAE: Your Honor, I would like to point out 
to the Court that there is an assumption in the question 
that there wan a sale of this stock. There really has been 

no proof regarding that. 

THE COURT; All right. 
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0 Mr. Levy, did you personally hand the 560,000 sharea 
of ManageiTiant Dynamics stock to Peter Watson in Tanpa, 

Viorida? 

A Yes. 

O Did you send him an additional 400,000 shares 

through Air Freight dovm to Dallas, Texas zibout a week 
later? 

A Did I personally send them? 

0 Yes. 

A Yes. 

O When did you finally get all this stock back? 

A When wa requested it, we got back 910,000 shares 

and 50,000 shares we got back a couple of weeks after that. 

O Is it fair to say that the 560,000 shares were 

hand delivered to l-lr. Watson at the end of October, 1972? 1 

1 

A 1 think it was the 20th, 29th. j 

0 And the additional 400,000 shares, when were j 

titoy mailed? 

A A week later, son¥awhere in that area. 

O i^hon did you get back the 910,000 shares? 1 

1 

A \Jlien we rogues ted it. 

u V/lien was that? 

A I oolieve we roquested it after my meeting with j 

you when you called the problem that there might be with the | 
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particular stock — when was this, Dccen\bar 7th, December 
8th? We requested it that weekend and we got it back tliat 
Monday. 

O Did you request all your stock back or just 910,000 


shares? 

A No, we requested all of it back. 

0 But you got back 910,000? 

A In tliat load, yes. 

O Wlion did you get the remainder back? 

A I ju;=i' testified to that. Three or four weeks 
thereafter. 


13 ,| O Isn't it true that the remainder didn't come back 

I until January 28th? 

I 

1ft j A 1 don't remember it that late. I thought it was 

1| 

If’ Ij somewhere in the middle of January. Maybe early January, 


18 

19 

20 
21 
22 

2:1 

21 

•ift 


even. 

O As I recall, the 50,000 that was outstanding, you 
didn’t receive that all back at once, did you? 

A I really don't remember. 

O You received 15,000 and then following that you 
received 35,000, Isn't that the way it happened? 

A I honestly don ' t • rcineml>er. Tf you say so — 

0 I am asking yon. 

A It fould be possible. 
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1 

2 

Aiirr tui 

0 

220 

Tell the Court. The Court hasn’t read your testi- 

j 

3 

»»ionY . 


4 

A 

All riqht. j 

5 


Mr. Watson had kept the stock there in escrow j 

6 

for saveKeepinq and I picked it up there. i 

7 

o 

vjuy did Mr. Wat.son leave Uiat 200,000 shares at the 

H 

OcUlK.? 


J) 


:ip. CUSRAJ.? If the witness knows why Mr. 

1 

1 

10 

1 

Watson did .'.orHaiiimj. j 

n f 


t;'’; Cc/UUTj The witness in a lat/yor. You don't 

12 { 

iiavf to 

.'jci.ool liin in that mqard. 

13 


vliK WITNESS? I didn't hear what he said, even. 

11 

i 

j irtWlt LS 

the question? 

1 

Ifi 

! 

1 

■J'he i|ue8tlon was, why did Mr. Watson leave 

! 

jl VJidt stocl .11 t 'le baiik7 

17 

|l 

L can’t read his mind. I don't know. 

l« 

I 

bid anyone over toll you? 

U» 

1 

As to why lie left it tJiere? 

2U 

! 0 

1 

Yea. 

21 


No, no one did. 

22 

\ 

' O 

1 

You are sure no one ever told you how that stock 

23 

11 

uot the 

the bank? 

24 

A 

Tl»nt was not your question, Mr. Dietz. 

2f> 

O 

Kx ^use me? 
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used. 

Point No. 3, it is very clear that Mr. Levyis 
feuniliar with how things o9erate on the market and how to 
use securities. 

You can't hit him over the head with a matter 
like this, Mr. Dietz. 

Q Mr. Levy, will you describe the events that 
transpired in Florida when you went down to meet Mr. 

Watson with the 560,000 shares of stock? 

A I went to Florida with the stock certificates. 

How much detail do you want, Mr. Dietz? 

Q Excuse me, did you say stock certificate, Mr. 
Levy? 

A I said plural, stock certificates. 

THE COURT: Certificates. 

Mr. Dietz, I think you should start concentrating 
on what the witness is saying. If you ask him the 
question, listen to it. 

A (continuing) Mr. Watson, who claimed to be 
Mr. Watson, met me at the airport and drove me to a motel 
nearby, this is Tampa, Florida. I believe it was the 
Causeway Motel. It was at night, so he said, you know, 
"Get some rest and I will call you in the morning." 

So he calls me in the morning and takes me to 
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a suite of offices which had the neune Suncoast Leasing 
Corporation on the door, and starts making various phone 
calls, of which he had me wait outside, outside his of¬ 
fice. He comes out very excited and said that he had a 
private placement for the 560,090 shares at I believe it 
was $1 or $1.10 a share, I can't remember at the moment, 
about this European investor who he represents, his deal¬ 
ing through someone in Fort Lauderdale and it was neces¬ 
sary for him to go to Fort Lauderdale immediately to see 
this person, and then he got a phone call right in the 
middle of the conversation, and heasked whether the com¬ 
pany would be willing to make a private placement for an 
additional 400,000 shares in addition to the 560,000 at 
the same price, and I asked him to wait and I would make 
a phone call and I %rauld see. 

Thereupon I called Mr. Barrett, the president 
of the corporation, and told him about the possibilities 
of an additional private placement, and while Mr. Barrett 
had me on the line he called Mr. Hoffman and Mr. Goff 
on his other lines and after discussing it between us we 
decided that it would be all right, and I said that to 
Mr. Watson. 

Mr. Watson said that the— I can't remember ex¬ 
actly — the associate or the partner, I am not quite 
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sure which, of this undisclosed principal, was going to 
be calling at Pater Watson's office like an hour and a 
half from then, and it might be necessary for me to go to 
the transfer agent up in New Jersey, pick the share cer- 
tificates up, come down again and meet them. 

of that and because Mr. Watson could 
not be in two places at one time, he asked me to wait 
there for the phone call and to do it-- to actually then 
take a plane to New Jersey, pick the other stock certifi¬ 
cates up, and then c<Mne back and meet him there. 

In the meantime he would go to Fort Lauderdale 
and he requested that he have the certificates in his 
hands so that the undisclosed European principal would 
actually see that a good faith— that Mr. Watson could 
deliver what he said, which would be shares of stock cer- 
tificates of Managcmient Dynamics. 

Q Mr. Levy, why was it necessary to bring up 
these share certificates as evidence of that good faith? 
Wouldn't a letter of authorization have been sufficient? 

A It wasn't ray arrangement. It was Mr. Watson's 
arrangement, and these were the prerequisites that he set 
about. 

Of course, I said that one certificate might do. 
No. 1, and No. 2, I did suggest a letter of authorization, 
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and Mr. Watson told me that the people he was dealing with 

just would not believe that typo of proof. The best proof 

is the certificates itself. 

Q What wasthe purpose, again, of not having legends 


on the certificates? 

A I think I testified to that, but I will repeat. 

The purpose specifically is that the European 
principals that he represented had various dealings with 
private placements before in the United States and when 
the time came to remove the legends from the certificate 
through an exemption of the SEC or through registration, 
the transfer agents and the companies themselves would 


sometimes— probably all the time, he said, be very re¬ 
luctant to do so, because their private placements dealt 
in a lot of shares and I guess a lot of shares being freed 
up at one time would have a very adverse effect upon the 
trading market, and in the European principal’s experience, 
the transfer agent and the company itself had always tried 
to delay the freeing up of the unregistered stock, and 
this delay would result usually in a lawsuit that the 
European principals would have to bring against the com¬ 
pany and the transfer agent, and it would take a year, 
usually, two years in court, and this is something they did 
not wish to go through again. 
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4 of Mr. Watson going to re- 

Q were the principals or 

ceive Mr. Watson’s shares? 

A Mo. 1 

Q «h.t were they goin, to get, Mr. Levy? 

A I have no idea 

T «K-4*tct vour Honor, in the 
MR. GUSRAE: I object, y 

4 4:4 ^ i-hat there was one principal, 
sense thet Mr. Levy testified . , 

. it the Europeen, end not principals, 

as he understands it, tne 

If we are going to get into the 
MR. DIETZ: It we « i 

. MS Levy has testified to Hr. Matson 

question as to Whether Mr. Levy ^ So 

principal in the singular or the p ura , 

, a prior transcript of 

introduce various examples from „stles 

MS. Levy.s Where Mr. Levy referred to Mr. Matson patt 

as principals or in other references in the plura . 
those, if yo“r Mr 

y„E COUKT: h. 1 understand, as I re.e^r. Hr. 

la that if he used the word plural it was one group. 

“''y Me said, involved, but It 

There Might be several people, he 

was his understanding that it was one gr P s ■* 

.„.t the prograe to have Hr. Matson . 
0 Mr. Levy, wasn t the pr ^ 

.hares in the name of 

, .hare, returned and then issue ne 

. watson.s principal. Masn-t that the arr.n,.»ent 

. .YMctlv the arrangement, y®** 

That was exactly 

5 
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A I waited the hour and a half, two hours, for the 
phone call or supposed phone call that was supposed to 


be made. 


I did not receive any phone call but I believe 


Peter Watson's wife who was acting like a secretary there 
at the office had a phone call and came In to me, I was 
reading a newspaper In his office, Mr, Watson's office — 

I 

Q Could you keep your voice up, please? 

A I was reading a newspaper In Mr. Watson's office 
when Mrs. Watson came In and said that she had received 
a phone call that we were waiting for, and that the per¬ 
son had— who she was speaking to had postponed the ne¬ 
gotiations for another two days because of — I don't 
really remember what excuse shelve. It was some legltl- 
mate-soundlng excuse, and whereupon I then— she then drove 
me back to ray motel room and I waited to hear from Mr. 


Watson. 


I then heard from him late that night, and he said 



that the European principals had requested additional in¬ 
formation on Managesient Dynamics, and that no negotiations 
could continue without actually having this additional 
Information. 

Q What was tbrn^ additional inforsiation? 

A I think he wanted extra copies of the — I don't 
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renenber exactly— the stockholders letter. 


246 


Q Are you referring to Exhibits land 2? 

A He had Exhibit 1. I think they wanted Exhibit 2. 

Yes, Exhibit 2. 

0 When was your next contact with Mr. Watson? 

A He called roe the next morning and said that there 
is no use roe waiting there, I should go back and wait to 
hear from him, back at my home in Cherry Hill, and that— 

I believe this was a vreek-end— nothing was going to hap¬ 
pen until Monday, and I should wait to hear from him on 
Monday, and I requested to have the stock back, and he 
said that he was in Fort Lauderdale and for him to come 
back to Tampa would be very inconvenient, and for me to 
wait for his phono call on Monday, so I went home. 

Q When did you go home? 

A Right that morning, I guess, right after he called 

roe. 

Q Let's fix some daye*. 

What was the day of the week that you arrived in 

Florida? 

A It roust have been the Thursday or Friday, because 

I reraember it was a week-end. 

0 When did you return to Mew Jersey? 

A I guess it was that Saturday. Saturday or Sunday. 
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I know it wasn't more thantwo days I stayed do%m 

there. 

Q How many days were you waiting at the motel? 

A I was only down there for two days, t%ro and a . 
half days, at nest. 

Q Did you suggest to Mr. Watson at the time that 
he took the stock to Fort Lauderdale that the stock could 
be deposited with a bank either in Tampa or Port Lauderdale 
or some other place as an escrow agent so that the stock 
would be available for Inspection but yet it would remain 
in the custody and control of Management Dynamics? 

A , You are suggesting that. No. 

Q Had you ever done business with Watson before 
this private placement? 

A I had never done business with him, no. 

Q Before you agreed to sell 560,000 shares, did you 

do any background checkson Mr. Watson? 

A He came very highly recommended, as I told you 
befote. 

Q Who recommended him? 

A He was recoimnended by Mr. Bemholt*, a very dear 
friend of mine. 

Q Did anyone else recooMnd him? 

A Someone recoaeiended Mr. Watson to Mr. Bernholta. 
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Q Who was that? 

A It was a broker in North Jersey. Horvath, Mr. 


Horvath. 


Q Did you ever speak with Mr. Horvath about Mr. 


Watson? 


A No. 


Q Did you ever speak with anyoae else besides Mr. 
Bernholtz about Mr. Watson's credentials? 

A About his credentials, no. 

Q Did you ever speak td anyone else besides Mr. 
Bernholtz about Mr. Watson in’an atteept to find out in¬ 
formation about Mr. Watson? 

A No. 

Q Mr. Levy, are you sure you didn't ask— excuse 


Do you remember appearing before the CoaMission 
on Decaaiber 7, 1972? 

A Yes. 

Q Do you remember my asking you questions? 

A Yes. 

Q Do you remember your giving answers to those 

questions? 

A Yes. 

Q Do you remember a reporter being present recording 
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the conversation? 

A Yes. 

0 I am reading now froei page 61 of the transcript 
of that date. 

Tell me If yoarssie m ber this colloquyt 
"A Really, I tried. I asked people if they knew him. 

I am not proud of myself. 

"Q Who were the people who knew of him that you asked? 

"A No, they didn't. I asked people If they knew, 

and they didn't. I knew some attorneys in Florida and I 
called them, and no ome ever heard of him. 

"0 Did he give you a bank reference? 

"A No, didn't ask for one.* 

Do you remmber that exchange, questions and an¬ 
swers? 

MR. 6USRAE: Can we just have the rest of that 

answer? 

Mr. Dietz, I suggest that you finish the answer 
you started to read. 

MR. DIETZ: I will continue, if the Court would 

like. 

"A — to me his only function was an agent to ~ I 

* 

didn't think there was any danger because it was unreglstersi! 
stock." 
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MR. GUSRAE: Thank you. 

Q Mr. Levy, is It still your testimony that you 
didn't check with anyone else about Watson? 

A I don't remember. If I said that, maybe I made 
a few phone calls, but I just don’t remember now. 

Q While you were waiting in Port Lauderdale in the 
motel for Watson's phone call to tell you about the place¬ 
ment of the 560,000 shares, did you have any way of reach¬ 
ing Mr. Watson? 

A Mo, I didn't. 

Q Did Mr. Watson ever give you his home phone 
number? 

A No, he didn't. 

Q Did he ever give you his home address? 

A No. 

Q Did he ever give you an address where he had 
an office? 

A Excuse me, I'm sorry. He did give me his home 
phone number, excuse me. I don't know his address. 

Q When did he give you his home phone nximber? 

A I believe it was when he picked me up at the air¬ 
port. If I may finish my answer — 

Q Go ahead-. 

A He also gave me the address of his office and 
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the phone nvunber of his office. 

When I said I could not reach him, he said that 
the phone number at his home was temporarily disconnected 
at that time, so I just could not reach him then. But, 

I mean, at subsequent times, the number was in order. 

Q Mr. Levy, once again I am reading from page 61. 

It is somewhat disjointed, so I will just continue from 
where I left off. 

"Q You gave him how many share certificates? 

"A 500,000 or 560,000 at this time. 

"Mr. Epstein: At this time. There was more. 

You gave it to him by hand? 

"A Right. Then he came back to me the next day, 
called me up and aaid there was a little hitch, that he 
had to put the stock in escrow at the bank and %fe wcmld 
have a closing on Monday, that was over the week-end. 

"So I waited and waited and he never called me, 
amd I had no way of getting in touch with him." 

Do you r—ember giving that answer? 

MR. GUSRAE: May I ask the purpose of this? Is 
there a pending question? 

MR. DIETS: Yes. The question is, Mr. Gusrae, 
that Mr. Levy has just told^the Court that he had a couple 
of phone numbers for Mr. Watson, and I am referring back to 
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his testimony before the Commission in December where he 
said that he was waiting in a motel and he had no way of 
getting in touch with Watson. 

MR. GUSRAE: On that particular day. That is what 
this testimony says. 

THE COURTJ It says what? 

I beg your pardon. 

MR. GUSRAE: This particular testimony says that 

at that particular moment he had no way of getting a hold 
of him. It does not say that he could not reach him at 
any time, any place. 

Your Honor, I think this is grossly unfair, the 
way Mr. Dietz is trying to conduct this exiunination. 

THE COURT: I think that if you— there are other- 

I can't tell because I don't have the transcript in front 
of me. It does seem to me that if there are portions of 
that transcript that Mr. Diets is reading out of context, 
obviously that is not fair. 

But the way I hear it, the way it is being read, 
he is reading a question that Mr. Levy testified to one 
thing today and quite another thing on a previous occasion. 
Not only with respect to the telephone call but also with 
rsspect to the whole transection, conversations. 

MR. GUSRAE: I don't know what it means, your 
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Q Mr. Levy, let’s move from the Florida stay. 

After you came back to New Jersey from Florida, 
were you in contact with Mr. Watson at all? 

A Yes, he called me. 

Q Did you ever e«ll him? 

A I am sure that many times I called his office and 
I am sura he called me many times. 

As to that particular time, who called who first, 

I really can't remember. 

Q Do you remember what his office phone number is? 

A I gave it to you, Mr. Dietz. I don't have it on 

me now,nor do I remember it. 

Q Do you have it written down anywhere? Maybe in 
your office back in New Jersey? 

A Mr. Diets, I testified to the phone number. It 
is in the deposition. 

Q I am asking you if you have any recollection now. 

A I can hardly remember my own phone nuBd>er at 
times, let alone nuadbers from a year ago. 

No, I don't have any recollection whatsoever of 
his phone now. 

MR. DIBTli Your Honor, so that Mr. Levy's state¬ 
ment does not stand unchallenged, I don't want to burden 
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the Court with going through this record, but ray review 
of the record indicates that Mr. Levy never told us what 

Mr. Watson's phone number is. 

Possibly Mr. Gusrae can enlighten us on cross- 

examination. 

MR. GUSRAE; I ask that that last stattfsent by 
Mr. Dietz be stricken from the record. 

THE COURT: All right. 

Mr. Dietz, just ask the questions and let's move 

on. 

MR. GUSRAE: I'm sorry, your Honor, I can't hoar. 
THE COURT: I just told Mr. Dietz to ask ques¬ 
tions and let's move on. 

Q Mr. Levy, what was the tirae of day that you usu¬ 
ally spoke with Mr. Matson? 

MR. GUSRAE: Can we pin this down a little 

more, your Honor? 

Q The tirae period is from the tine the stock was 
loft in Fort Lauderdale until the time that all of the 
stock was returned some time in January, 1973. 

MR. GUSRAE: What time of day? Are we talking 

about a particular occasion or just during that two-nonth 
period? 

THE COURT; He made it clear, Mr. Gusrae, that 
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he is talking about the two-month period. He just said 
that. 

MR. GUSRAE: He asked the question about what 
time of day. 

THE COURT; What time of day do you usually talk 
to him. If he doesn't talk to him any particular time 

of day, he can say so. 

MR. GUSRAE: I'm sorry. 

A Can I answer it? He would talk to me all dif¬ 
ferent times of the day. A lot of times late at night. 

Q Would it be fair to say that most of his conver¬ 
sations with you were late at night? 

A If you want to characterize them, I guess - 

0 Excuse me? 

A A lot of them were late at night, yes. 

Q Where was he calling from at that hour, generally? 

A Mr. Watson traveled around. I don't know. Various 
places. I don't remember now where he was calling from. 

I think Florida. 

Q Excuse me? 

A I said he traveled around many places, mostly he 

called me from Florida because that was his home. 

Q How do you know that he was calling from Florida? 

A Well, in general or specific— I assvuned he was, 
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from Florida, he said he was at home. Also t couple of 
times he would have me call him back and when I called 
him back, the number I called was his home in Florida, so 
I presumed he was in Florida. 

Q Did he ever csll you from Dallas, Texas? 

A Yes, I rememb(«r he called me from there a couple 

of times. 

Q Did he ever call you from California? 

A Yes, I femember one time from California. 

Q Do you recall occasions when upon receiving a phone 
call from Mr. Watson he would ask you to call his back 
because it cost him too much money? 

A He may have said that. I don't recall it now, no. 

Q Do you remember receiving any collect phone 

calls from Mr. Watson? 

A Not very many, if any. I have no recollection of 
that now. 

Q Did you ever have to send Mr. Watson money? 

A I didn't have to, but he requested some money, 
and I sent him some money, yes. 

Q How much money did you send him? 

A I think it was like $350. 

Q How about a second time? 

A I doAt have any independent recollection on that. 
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I knov that the expense money he asked for was 
certainly not more than - it wasn't a very substantial 
amount, $500, $600, I may have done it two tiroes, one 
time, I don't remember, 

Q Can you describe how this money was sent to 
Watson? 


A Oh, yes. Western Union. 

0 In other words, there was an immediate need for 

it? 


A That is speculating as to the reason. He re¬ 
quested some expense money because of all the time he 
was spending negotiating on our behalf, on behalf of 
Management Dynamics, with the undisclosed European princi¬ 
pal, and, as such, I Western Unioned him the money. 

Q Do you recall specifically Mr. Watson telling you 
that he was negotiating with the same person this entire 
time? 


A Mr. Watson said he had various clients that he 
was seeing throughout the country, but he was always 
in phone conversation and negotiation in that respect 
with the same group of European principals, as far as I 
know. 


Q Do you know whether Mr. Watson offered the stock 
to any of his other clients? 

ft 
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A I have no idea. 

0 What were the circumstances of the issuance of 
the additional 400,000 shares? 

A When I went home from Tzuapa, Florida, I received 
a phone call or I called him and caught him there at the 
office, and, as 1 said before, I don’t remember which, but 
he then said that the phone call that I had been waiting 
for at the office, at his office, earlier had come through 
and that this group of European principals had approved 
the additional 400,000 shares, and it will be a combined 
960,000 shares private placement for I believe it was 
a round number of $1 million,and that I believe he was in 
Dalla%, Texas or he was going to be in Dallas, Texas 
at the end of the week on another matter, and that I 
could, instead of coming down there, air freight the stock 
to him there and he would be able to pick it up. 

Whereupon I called Mr. Barrett who then called 
the other directors, put them on a tie line, we had a 
conference line, a phone tie line, and we— since wo 
already agreed that the additional 400,000 private place¬ 
ment was all right, I told him the instructions that 
Mr. Watson had given me and they said "Fine" and for me to 
go to the transfer agent and give him the letter of author¬ 
ity, get the additional 4 00,000 shares in the samie 
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denominations, in the same circumstances as the original 
560,000 shares, and then to mail it by way of an airplane, 

freight, to where Mr. Watson was going to bo. 

I did so. 

Q Did Watson put these 400,000 shares in escrow with 
a bank in Dallas? 

A I have no idea. 

Q Did Mr. Watson ever mention the name of the escrow 
agents that were holding your company's stock? 

A I wasn't aware of any escrow agents-- 

Q Excuse me? 

A I was not aware of any escrow agents holding 
ray company's stock, but if Mr. Wetson wanted to put some 
stock in escrow instead of carrying it around with him, 

I certainly would not consider it unusual, but he never 
told me that ho had done so nor did he tell me any specific 
names. 

Q All this time you say Mr. Watson was negotiating 
with one principal? 

A As far as I know. 

Q Do you ramsnber on Deconber 7, page 63, Mr. 

Gusrae, this is an answer, ray question 1st 
"0 What bank was that? 

"A Again, he was very careful and he would not mention 
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any names of any banks. 

"By this time I sort of got disillusioned, and 
the last he called me was this Monday and said he had one 
pending for all the 900,000 shares. 

"Q Wait a second. I thought he already placed 
500,000 shares. 

"A He claims he did. Then he called back later and 
said that this deal fell through and he would place it In 
escrow with someone else because this deal was happening." 

MR. GUSRAE: Your Honor, I see that as not incon¬ 
sistent with anything I have heard either the other day or 
this morning. 

THE COURT: I agree with that. I don't understand 
that it is inconsistent with anything I have heard either. 

MR. DIETZ: It would Indicate that Mr. Watson 

is dealing with another person or persons, your Honor. 

MR. GUSRAE: Your Honor, again it talks about 
escrow, it does not talk about sale— 

THE COURT: All right. 

Q During the three weeks after leaving Tampa, about 
how often were you in contact with Mr. Watson? 

A I eun confused on the time reference. 

Excuse me? 

Q In the three weeks after you left Tampa, about how 
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often were you in telephone contact with Mr. Watson? 

A I really don't reinembk.r. I know it was at least 
two or t>u:ee times. 

Q Two or three times in that three-week period or 
two or three times? 

A I guess so — two or three times in that'three- 
week period. It is just a guess. I really con't remember 
at this point. 

Q Do you remember at page 64 — Mr. Gusrae — 

”Q So for the last three weeks Mr. Watson — 

"A He called me every other day and gave me all 
kinds of stories." 

Do you remember being asked that question and 
giving that answer? 

MR. GUSRAE: Your Honor, again I have to bbject. 
He is talking about a three-week period. However, his 
testimony seems to talk about not only the time after 
Tampa, but a period of time that included this Dallas trip 
and other trips that were made, on page 64. 

Page 64 he talks about Dallas. Los Angeles is 
spoken about. 

I just fail to see the connection. Maybe I am 
missing something. 

MR. DIETZ: Your Honor, I would be glad to accept 
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Mr. Gusrae's offer that Mr. Levy was in contact with Mr. 
Watson every other day during the entire relevant period. 

I r lought that I was narrowing it down to something 
smaller in scope. 

MR. GOSRAE: That's all I want is the truth about 

what's happening during a particular period of time. 

The question as asked seemed to attempt to impeach 
Mr. Levy's testimony as inconsistent. 

THE COURT; The initial question was during the 
three-week period after Tampa, how many times were you in 
contact with him, and ho said, "I don't know, two or 
three times." 

The answer to that question is not limited to 

S 

any three-week period, but I gather after Tampa how many 
times were you in contact with Watson, and he says every 
other day. 

MR. GUSRAE; No, your Honor, that is not the 

way I read this testimony. 

THE COURT; Read it then. What does it say? 

MR. GUSRAE; It is about a four or five-page 

summary. 

THE count Of what? He says he is in contact 
with the man every other day. That is the substance of what 
he says, isn't it? 
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MR. 6USRAE: It does not indicate that during 
that e>Mre period of time, after he returned from Tampa, 
during a three-, week period, he spoke with him every other 
day. 

I don't know what period of time he was In touch 
with him every other day. 

THE COURT: He said every other day. On the wit¬ 
ness stand he said two or three times. 

0 

It certainly Is an Inconsistency that ought to 
be clarified. If there Is an overlap of the period that 
he is testifying to there and what he testified to on the 
witness stand — 

MR. GUSRAE: I am not sure. He may have been 

talking about the two or three-week period after he re¬ 
turned from Tampa — 

THE COURT: We are talking about the three-week 
period from the time he returned from Tampa. That is what 
the question involved. 

MR. GUSRAE: What I am suggesting is that per¬ 

haps during that three-week period he was in touch with 
him two or three times and then raaykave been in touch with 

V 

him every other daj‘. 

THE COURT: He does not limit it. He is talking 
about — he does limit it at all. He is talking about 
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the period— I don't know what the scope is. The period 
seems to be overlapping. 

THE WITNESS: Can I answer the question? 

THE COURT: Yes. 

Q Mr. Levy — yes, do you want to make a statement? 

A I thought I was going to answer the question. 

THE COURT: You have already answered the ques¬ 
tion. 

THE WITNESS: No, I don't think so, your Honor. 

THE COURT: You answered that question that 

was pending, — you can answer that question that is pend¬ 
ing before you; did you make those statements in answer 
to those questions? That is the pending question. 

THE WITNESS: The answer to that question is, 
if I did make that answer, as apparently I did, I must 
have misunderstood the question, because at no time did 
he call me two or three times a day or such a frequent — 

THE COURT: You didn't say two or three times 
a day, Mr. Levy. You said every other day. 

THE WITNESS: No, I never even got an every other 
day phone call from him. 

THE COURT: Your answer before the Commission 

was that you were in contact with him every other day. 

THE WITNESS: And I am saying that if I did make 
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such an answer, as apparently I did, I must have misunder¬ 
stood his question at that point, because that is not my 
recollection then or now. 

Q Mr. Levy, vrould you be able to characterize the 
frequency of the telephone calls that came at night? Were 
they rare, frequent, often? 

MR. GUSRAE: Your Honor, is this really relevant? 

MR. DIETZ: Yes, it is, Mr. Gusrae. 

MR. GUSRAE: I think we should let the judge 

rule on it. 

THE COURT: I don't know. My problem with this 
whole darn question is I frankly don't understand it. I 
am prepared to be enlightened, but I don't know what its 
all about. 

What he did was either in violation of the law 
or it wasn't. Whether the calls were at night, how 
frequent they were, what was his motivation, I don't know 
how important that is. 

MR. DIETZ: Your Honor, we are trying to establish 
the sort of business relationship that Mr. Levy had with 
Mr. Watson, the person that he had entrusted with 960,000 
shares of his company's stock. 

That is the only purpose. 

THE COURT: What difference does it nake in the 
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business relationship whether he calls him at midnight 
or he calls him at 6:00 a.m.? Does that make the busi¬ 
ness relationship less real? 

MR. DIETZ: No, not necessarily, your Honor, but 
Mr. Levy has — 

THE COURT: You mean it would be more business¬ 
like if he called him between 9:00 and 5:00? 

MR. DIETZ: Mr. Levy has testified before the 

Commission that Mr. Watson always called him late at 
night so that Mr. Levy wasn't quite sure whether he was 
coherent enough to remember exactly what transpired on 
the telephone conversations. 

That I think is relevant, if business is con¬ 
ducted waking up one party or the other. 

MR.GU.SRAE: Your Honor, I ask that that state¬ 

ment be stricken, please. 

‘THE COURT: I don't see where that is going to 
help. That is not inconsistent with anything he said 
up to this point. He testified he heard from the man 

at night. He hasn't said that he woke him up and he was 
not coherent, because you have not asked him that question 
yet. 

Q Mr. Levy, through December of lastyear, have you 
ever received legal fees from Management Dynamics? 
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A Which year? 

Q Last year. 

A You mean in the past ye^r since December of — 

Q Have you ever received legal fees from Management 
Dynamics up to December of 1972? 

A Yes. 

Q In December of 1972, were there legal fees owing 

to you, unpaid? 

A Yes. 

Q If the sale through Watson had been successful, 

would you have been paid your legal fees? 

MR.GUSRAE: Your Honor, I object to that ques¬ 

tion. 

THE COURT; That objection is sustained. 

How is he going to know that? Does he know that? 

MR. DIETZ; Yes, he testified, yes, he did. 

MR. GUSRAE;* Your Honor, there is no basis in 
this courtroom for that question. 

MR. DIETZ; Yes. The point that I am attempting 
to establish, your Honor, is Mr. Levy's own motivations in 
doing what he did. 

MR. GUSRAEi I still have not figured out what 
he has done. 

THE COURT; Why don't you seek to establish that 
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I 

Q What was your motivation, if any, in seeing that j 

1 

the private placement was successful? 

MR. GUSRAE: I object, form of the question, amongst^ 

other things. I 

THE COURT; I beg your pardon? 

MR. GUSRAE; I object to the form of the ques¬ 
tion amongst other things. 

THE COURT; I “suppose he could answer what his 
motivations were, if he wants to. It is up to him. 

MR. GUSRA2; Your Honor, to ask what was his moti¬ 
vation — I didn’t even hear the rest of it. 

THE COURT; I beg your pardon? 

MR. GUSRAE; The question is what was his motiva¬ 
tion. 

THE COURT; Yes. 

MR. GUSRAE: Can I have the rest of that ques¬ 

tion? I didn't get the rest of it. 

THE COURT; Then what are you objecting about? 

If you didn't get the question, how can you object? 

MR. GUSRAE; He can't ask about his motivation 

vith respect to something that has not been established 
here. 

THE COURT; It has been established that he gavs 
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Mr. Natson this block of stock for private placement. 

He is asking what was his motivation for doing 
that. He is probably the only person who can tell us 
that, isn't he? 

All right, overruled. 

I don't think we are going to get any illuminating 
answer for Mr. Dietz, but, in any event, he can ask it. 

A To infuse a large amount of private equity capi¬ 
tal into the corporation. 

Q Would this help the company? 

A I think that is self-evident. Of course. 

Q Would the infusion of new capital thus help you 
indirectly because you are a large stockholder in Manage¬ 
ment Dynamics? 

MR. GUSRAE: I object to that. That is not an 
issue here. 

THE COURT: I don't think you have any objection 
to that. The whole point about it is the question is — 
there is no real objection to the question. The question 
is so self-evident in regard to — it is ridiculous to ask 
him that kind of question. 

What do you expect him to say? 

THE WITNESS: Do I answer? 

THE COURT: You can answer, if you want. 
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A As for being a huge stockholder» I had fifty 
some thousand shares out of I think it was four million. 
Yes, I would be indirectly helped because the c«npany 
would be helped. 

(Plaintiff's Exhibit 9 marked for identifica¬ 
tion. ) 

Q I am handing you Plaintiff's Exhibit 9 for iden¬ 
tification . 

Have you ever seen that document before? 

A Yes. 

MR. GUSRAE; May I see it? 

(Pause.) 

THE COURT: Come on, gentlemen, let's move with 
this case. 

All right, let's move. 

Q Mr. Levy, would you describe Plaintiff's Exhibit 
9, please? 

A Yes. It is a list of all the unregistered stock¬ 
holders, I say unregistered, the restricted stockholders, 
that had obtained their shares since the beginning of the 
company, as it was a private company earlier in 1969 until 
the present. 

This list was prepared at your request and I 
prepared it myself, and I had my secretary type it out. 
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I believe my first trade, your records will show, 
was 250 shares. 

So in the conversation I asked him, "What will 
I do if I buy it?" 

He said, "I will buy it from you. I will give 
you an eighth of a point because that's still less than 
what it would cost me." 

So I said "Fine." 

So I bought the 250 shares and I turned around 
and I sold it to him and I made— the firm made an 8th of 
a point gross profit. 

Q Did this pattern continue through the period 
indicated on Exhibit 10? 

A I believe so, yes. 

THE COURT: What period is that? 

MR. DIETZ: That would be from Setpember 1972, 

your Honor, to December 8, 1972. 

Q Did there come a time when you entered quotations 

in the pink sheets on behalf of Fairfield? 

A In the stock of Management Dynamics? 

Q Yes, that's right. 

A Yes, sir. 

Q Did you do this because Langenauer asked you to 
go into the sheets for him? 
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A No, sir. 

Q Why did you go into the sheets? 

A Tp see if I could buy stock even cheaper on the 
bid rather than buying it on the asked. 

Q Are you sure Global never asked you to go into 

the sheets? , 

A He might have mentioned in conversation, "If you 
were in the sheets and you bought stock heaper, I would 
take it from you," and I would make more money and he would 
make more money, because he would still be buying it at 
far less if I got it on the bid rather than the ask. 

I don't recall exactly. I don't recall him 
saying "You got to go into the sheets," or anything like 
that. It was like a general conversation over a period 
of many weeks, which made sense, if I could buy stock 
on the bid rather than the asked, he would be getting it 
much cheaper and so would his people. 

Q Do you remember coming down to the Commission 
on February 20th and being interviewed by me? 

A I sure do. 

Q Do you remember being asked this question -- 

MR. JAFFE: Mr. Diet*, would you please furnish 

me — 

MR. DIETZ: I will share my transcript with you. 
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Q "0 Did Global ask you to go into the sheets? 

"A Did Global ask me to go into the sheets? 

"Q Yes. 

"A Yes, they did." 

A Like I say, he might have suggested it would be 
a good idea. Nobody forced me. I was my own boss. 

Q But you were in the sheets on behalf of Global, 
weren’t you? 

A I was in the sheets to buy stock. If I bought 
it I was going to sell it to Global. I was in there on 
behalf of myself, to make money. 

Q Was it ever your Intention to maintain a posi¬ 
tion in Management Dynamics stock? 

A No, sir. I had no knowledge of, you know, no 
real interest in the stock. To me it was just a number 
to trade. 

Q All the stock that you got went out to Global, 
is that right? 

A I would say — 

0 With the exception of — 

A I would say 95% of it, yes, sir. 

Q Do you remember on page 43 my asking you this 

question: 

"Q Now, when you went into the sheets, you went in 
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at his request, didn't you?" 

That refers to Global, the "his." 

That is correct." 

Do you rememberthat? 

I don't recall it. But it makes sense. I would 
not go in there to accumulate stock to keep for myself. 

I mean, I have to have a place for it. 

Q During the time that you were submitting quotations 
to the pink sheets, did you have any information about 
Management Dynamics, the company? 

A I had literature that had been put out by the 
company, yes, in my file. 

Q Where did you get that literature? 

A From Mr. Langenauer. 

Q Did you get any from the company? 

A I may have. I really don't recall if they mailed 
me something, too. He said he was going to tell the 
company, you know, to send me releases as they went out, 
and I don't rmember whether they came directly from Mr. 
Langenauer or they came from the company. I had them in 
my file. 

Q Can you describe to us what was in your file 
during the period from September 29 to the 8th of December? 

A There were a couple of press releases. I really 
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As it caice in, I would glance at it and put it 
in the file. I think we turned the file over to you 
people. 

Q I would like to show you Plaintiff's Exhibits 1 
and 2. 

Do you recollect whether they were in your file? 

A I believe they were. 

Q Did you know at the time you were trading Manage¬ 
ment Dynamics stock whether it was registered with the SEC? 

A No, sir. I just made an assumption by the fact 
that it was in the pink sheets and I had listed stocks 
in thepink sheets before and sent them a registration 
statement and everything, that they always made roe go 
through a lot of aggravation to make sure the stock was 
registered, and I figured everybody else had the same course 
tc ^rollow. 

So I just assumed since it was in the pink sheets 
and trading, it was registered with the SEC. 

Q Did you ever have any communications with the 
company Management Dynamics? 

A No, sir. One day Mr. Langenauer stopped by with 
some fellow he said was from the company, and they just 
said hello and left. I mean, that was my — he was in the 
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area. 

Q What was the basis for the price that you had 
in the pink sheets? 

A What war the basis of the prices? 

Q Yes. 

A What the market was. 

Q Was there any basis in the affairs of the company? 

A I don't understand your question. 

0 Did you base the stock— your prices in the pink 
sheets» on the affairs of the company at all? 

A No, sir. 

MR.JAFFEi Your Honor, I would like to indicate 
that Mr. Brennan has indicated and testified to the fact 
that he-- the quotes related to what the market was in 
the pink sheets, which is the wholesale over-the-counter 
market prices bet%^en dealers. 

He has also indicated he had no communication 
with the company, so I don't understand the purpose of 
the question. It's been answered. 

THE COURT: I understand the purpose of the 
question. The purpose of thr question is very clear. The 
question is whether he is going to get any further answer 
is something else. 

Objection overruled, if there was an objection. 
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MR. GUSRAE: Your Honor, I have a further ob¬ 
jection. The question is did he base his quotes on the 
affairs of the company. 

I'd like to know what that term "affairs" means . 

THE COURT: It is — 

MR. GUSRAE: If he means whether or not they were 
losing money — 

THE COURT: If Mr.Brennan does not understand what 
the question means, he can ask before he answers. 

THE WITNESS: Could I have a clarification of 

what you mean by "affairs"? 

Q I mean did you base your quotation on the finan¬ 
cial condition of the company? 

A No. 

Q Did you base your quotes on the success or 
failure of the company? 

A No. 

Q Did you base your quotes on the management of the 
company? 

A No. 

I think you would find most traders on Wall 

Street — 

THE COURT: Answer the question. 

THE WITNESS: No, it is based on supply and 
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demand for the stock. 

Q Was It based on anything else? 

A No, sir. 

MR. DIETZ: We have no further questions, your 

Honor. 

THE COURT: Mr. Jaffa, do you have any questions? 

HR. JAPFEi At this point, your Honor, I have 
no questions, but I*d like to reserve the right to call 
him— 

THE COURT: Do you have any questions? 

MR. GUSRAE: I have several questions. 

CROSS-EXAMINATION 
BY MR. GUSRAE: 

Q Mr. Brennan, would you say that it is custom and 
usage in the securities industry that when you trade a 
security, theprice at which that security trades is based 
strictly upon the supply and demand for that stock? 

A Yes. 

Q That is the way most issues are traded, is that 
correct? 

A Yes, sir. 

Q Are you familiar with a monthly guide put out 
by Standard «'Poor*s relating to all stocks? 

A Yes, I have seen them. Most of your memba: firm^ 
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0 Was there any discussion between you rnd Mr. 
Malana regarding why Mayflower was going to trade the 
stock? 

A No. I had told him why I wanted to go into the 
stock, to trade it. I had received a call from a customer 
of mine, this Mr. Joseph Pettineo, who I showed you a 
confirmation to purchase 300 shares. 

I went out as an agent andpurchased the stock. 

A few weeks later I had spoken to Mr. Langenauer and he 
also had told me that he was a potential buyer in the 
stock. Therefore, based on both of these two people's 
recommendations, I said — you know, I traded the stock. 

Q IIow did you come to speak with Mr. Langenauer? 

A He called me up. 

Q Did he call you specifically about this stock? 

A Well, I have spoken to him a few times because 
we did work together at M. Bernstein. I don't believe 
it was specifically about Management at the time. But 
when he mentioned to me the stock, it did occur to me— 

I w®s familiar with the stock because of Mr. Joseph 
Pettineo. 

Q When you first submitted quotations in the pink 
sheets, did you have any information about Management 
Dynamics? 
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A Yes, I did. 

0 What did you have? 

A News releases, financial reports, complete due 

diligence file which is necessary before you trade a 
stock. 

Q Where did you get this information? 

A Mr. Langenauer. 

Q Showing you Plaintiff's Exhibit 1 and Exhibit 2, 
were these documents in your due diligence file? 

A Yes. 

Q Did you have any other infomtion from the 
company in your file? 

A I believe I had some reports dating back to 1970. 

0 During September did you ever contact the company 
to get some information? 

A No, I did not. 

Q Did you ever write to the company? 

A No, I don't believe so. 

Q Do you remember coming down to the Commission on 
March 6th to testify? 

A Yes. I don't remember the exact date, but I do 
remember coming down to testify. 

0 Do you remember that there was a reporter taking 
down your answers? 
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A Yes. 

0 Do you remmber my asking you this question: . 

"Q When did Mr. Langenauer call you? 

"A This was about a week later, I'd say, a few days 

later. I asked him if he would send me some information 
on the company. I'd like to look at it. And he sent 

me some due diligence. I wrote the company a few times." 

•q Did the company respond to your requests? 

"A No. It was an older address. It wasn't — 

"Q Your letters C 2 une back to you? 

"A Right. For any latest developments on the 
company, this was, and I found out that he was a pioneer 
of the stock. 

"Q How did you find that out? 

"A He told me." "He" referring, I assume, to Mr. 
Langenauer, is that so? 

A When you.J3aid did I write the company, I thought 
you meant did I receive t response. I did send them a 
letter requesting a due diligence, but it came back "ad¬ 
dress unknown" or something, so I really didn't have any 
correspondence to that effect. 

Q Did that raise any questions in your mind as to 
whether the company w’ls in existence? 

MR. GUSRAE: Your Honor, I object tothat. 
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THE COURT: Overruled. 

A No, becauae as a trader we usually use wh«t they 
call a blue book to get addresses of coInp^uies, public 
corporations. Many times we use this as a rtference to 
write a company, asking for financials. Many times they 
come back "change of address" or "address unknown." 

Q Did you ever make contact with Management Dynamics? 

A The company? 

Q Yes. 

A No. 

Q Do you remember any of the things that Mr. 
Langenauer told you about Management Dynamics? 

A Only basically what was printed in the newest 
releases. Building of apartments, apartment develop¬ 
ments, land development. 

Q Did Mr. Langenauer ever mention a gentleman by 
the name of William Levy? 

A No. Excuse me. Yes. I'm sorry. 

Q Would you tell us about what he said? 

MR. GUSRAEt Your Honor, I object to this testi¬ 
mony. 1 see no relevancy as to the allegations in this 
complaint regarding what Mr. Langenauer may have said to 
this gentlonan. 

THE COURT: I don't understand it either. 
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What difference does that make? What difference 
does it make, what Mr. Langenauer told him about Mr. Levy? 

MR. DIETZ: Well, that Mr. Langenauer believed, 

at any rate, that Mr. Levy was a key element in the com¬ 
pany, been responsible for its success. 

THE COURT: Didn't you have Mr. Langenauer on 
the witness stand? 

MR. DIETZ: Yes. 

THE COURT: If he believed it, if you can get 
it out of Mr. Langenauer, why should we get it as what 
is now second-hand sources. 

You had him on the stand. If you didn't ask 
him that question, then call him back and ask him the 
question. 

Q Were your conversations with Allen or David 
Langenauer? 

A Mostly Allen. 

MR. DIETZ: We had the father, your honor, on 

the stand. This is the son that these conversations were 
with. 

THE COURT: Isn't the son available? 

MR. DIETZ: Yes. We will call him. 

Q Did you know whether Global was a buyer of the 
stock? 
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A Oh, yea. It definitely was a buyer of the stock 

Q Was it ever your intention to maintain a posi¬ 

tion in Management Dynamics? 

A Only when I was given a verbal open order in the 
stock. 

Q An open order by whom? 

A Global Securities. As a trader, we take open 
orders in stocks. 

0 What was the basis for the quotations that you 
submitted to the pink sheets? 

fj 

A The bid in the stock. The bids that were around 
from the street. 

Q Was there any basis on the performance of 
Management Dynamics? 

A I ifouldn't know. 

MR. GUSRAE: Your Honor, I have to object be¬ 

cause I just don't know what the term "performance" means 
THE COURT: All right. 

0 Did you base your quotation in any way on the 
profits or losses of Management Dynamics? 

A Mo. 

Q Did you base your quotations on the management 
of Management Dynamics? 

A No. 
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Q Did you base your quotations cn the assets or 
liabilities of Management Dynamics? 

A No. 

Q Did you base your quotations on any factor other 

than the bid and offers that were in the street? 

A Yes -- no. That's the only thing I based it on 
was the bid and offer, supply and demand. 

Q Did you ever inquire whether Management Dynamics 

stock was registered with the Securities and Exchange 
Commission? 

A No, I did not. 

MR. DIETZ: I have no further questions. 

THE COURT: Any questions? 

MR. GUSRAE: I just have one. 

CROSS-EXAMINATION 
BY MR. GUSRAE: 

Q Is it true that all bids and asks of the securi¬ 
ties that you have been trading are based on the supply 
and demand of that stock? 

MR. DIETZ: Objection, your Honor. The basis 

of the objection is that he would have to be aware of — 
could we approach the bench? 

THE COURT: Why do you have to approach the bench? 
There's nobody here. 
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MR. DIETZ: He would have to be aware of the 
basis of all traders in the street — 

THE COURT: He is not asking him that. He is 

asking him what he bases his quotes on, whether he bases 
those on supply and demand. 

Is that the question? 

MR. GUSRAE: What he does. 

MR.DIETZ: I'm sorry, your Honor. I understood 
Mr. Gusrae otherwiseJ 

A Can you repeat the question. 

(Question read.) 

A Yes. 

Q It is not based on the management of the company 
or the profit and loss of the company, on anything to do 
with the affairs of the company? 

A Absolutely not. 

THE COURT: I am not sure of that. Isn't — 

some of the infonsationwith regard to supply and demand, 
isn't that based upon some of these other factors? 

THE WITNESS: Not very often, your Honor. My 
axperlance with trading stocks is earnings and management 
has very little tedo with it. 

MR. BRBCHBRT: May I? 

THE COURT: No, you are not asking any questions. 
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Q What was the basis of this brief? 

A Prior to trading the stock, as I said, I did check 
the pink sheets. There wera other brokerage firms trading 
the stock. I followed the activity of the stock for about 
a week or so before actually entering my own market inthe 
stock. I checked with the National Stock Summary and found 
that the stock had been listed in the stock summary and tradec 
as early as, I believe, April of 1970. 

0 When did you first obtain any written information 
from Management Dynamics? 


I believe August 15, 1972 is the first letter I 


received. 


Q Prior to that time, as I understand it, you didn't 
information about the company in your files, is 

that so? 

A I am not sure. I would have to see the file to 
see what documentation is in it. 

0 Certainly you have reviewed your files recently, 
haven't you, in Management Dynamics? 

A Yes, sir. I didn't memorize the dates of each and 
every letter in the file. 


Q Did you see anything prior to a letter of August 15, 


1972? 


A r don't recall, sir. 
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Q Would Plaintiff's Exhibit I be that letter? 

A This is the letter, yes, sir. 

Q And Plaintiff's Exhibit 2, was that also in your j 
file? j 

A Correct, sir. i 

Q Do you remember anything else that was in your file] 
A There were other — another letter or two, sir. 

I don't recall. There was other documentation, I believe, 
in the file. 

MR. DIETZ: Mr. Frank, *o you have any of that in 
the courtroom? 

(Pause.) 

(Plaintiff's Exhibits 12, 13 and 14 were marked 
for identification.) | 

Q Mr. Nadino, I am going to show you what's been I 

marked as Plaintiff's Exhibits 12, 13 and 14 for identif¬ 
ication. Would you describe Exhibit 12, please? 

A Exhibi*- 12 is the prepared postcard that I spoke 
of with A. J. Carno's letterhead on it requesting a due 
diligence file, prospectus, annual report and write-up. 

Q You sent a copy of Exhibit 12 to the company but 
it was returned? 

A I don't remember it being returned, sir. I believe 
there was no response. 
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Q Would you describe Exhibit 13, please? 

A Exhibit 13 are photostats of pages from the 
National Stock Summary showing markets in Management Dynamics 
back in April, 1970 right through September of 1972. 

I 

Q Would you describe Exhibit 14, please? | 

A Exhibit 14 is a letter on the letterhead of ! 

Filor, Bullard and Smyth, subject. Management Dynamics. 

Q What's the date of that letter? 

A November 28, 1972. 

Q When was it received by Carno? 

A That, sir, I would be unable to tell you. I 

i 

don't recall. It obviously isn't time-clocked. 

Q Was there anything else besides Exhibits 1, 2, 

13 and 14 in your due diligence file during the time that you 
were trading Management Dynamics stock? 

A Those would be all the items that I remember. 

MR. DIETZ: Mr. Frank, we served upon A. J. Carno 
& Company a subpoena for the production of all of the due 
diligence material. Do you know of any additional material? 
MR. FRANK; The witness has testified. 

MR. DIETZ: Plaintiff offers Exhibits 13 and 14 
into evidence. 

MR. FRANK: Your Honor, we have no objection to 
Exhibits 13 and 14 on behalf of defendants Nadino and Carno. 
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THE COURT; All right. 

MR, GUSRAE: I have no objection. 

* 8 Exhibits 13 and 14 were received in i 

evidence. 

Q When you first submitted a quotation to the National 

I 

Quotation pink sheets , did you make any inquiry of the SEC 
whether Management Dynamics stock was registered? 

MR, FRANK: Objection, your Honor. I don't think 
it is incumbent upon him. I think the question is wholly 
improper. 

THE COURT; Objection overruled. 

A Would you repeat the question, please? 

Q Did you make any inquiry to discover whether there 
was any initial registration statement filed with the SEC 
in connection vrith the initial distribution of shares from 
Management Dynamics to the public? 

A I believe not, sir. 

Q Is there any qualification in your answer, sir? 

A Well, I was wondering if you meant contacting the 
SEC directly, 

Q I will break it down for you. Did you ever 
contact the SEC directly? 

A No, sir. 

0 Did vou ever contact any other source to see if 
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there was a registration statement filed? 



A Only these sources which I previously mentioned. 

Q Did you make any effort to see if the stock was 

registered under the Securities & Exchange Act of 1934? 

A No sir, other than those precautions I previously 

took. 

Q Looking at Exhibit 11 in evidence, the first 
quote here is on January 5, is it not, the first trade 
that^ou had there? 

A Yes. 

Q What's the price? 

A An eighth of a dollar. 

Q What was the basis for that price? 


THE COURT; 


Is this the first trade in any of the 


stock? 


MR. DIETZ: This is the first trade on that sheet, 
your Honor. 

THE COURT; That's in January, 1971? 

MR. DIETZ: Yes — '72. 

MR. FRANK: If your Honor please, that sheet 
covers just the calendar year 1972. There is nothing there 
for any other period. 

THE COURT: You said January. I didn't know what 
year it was. All right. 
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A I would have to see my trading ledgers before ! 

this date to obviously, supply and demand, if I purchased 
stock earlier at a higher price and the market had gone 
down, that would probably be the reason for a bid of an 
eighth. 

Q Was there any basis for that price in the affairs 
of the company. Management Dynamics? 

MR. FRANK; I object, your Honor. I think that 
calls for a conclusion beyond the witness. 

THE COURT; I think that is true. Objection sus¬ 
tained. 

Q Did you base the one eighth price at all on the 
profits of Management Dyneunics? 

MR. FRANK; Same objection. I think he answered 
what he based it on. 

THE COURT; No. That question is not objectionable. 
He asked him what he did. That is not objectionable. 

A Would you repeat the question, please, sir? 

Q Did you base that 1/8 price on the profits of 
Management Dynamics? 

A No, sir. I based it on previous market activity. 

0 Did you base it on anything else besides previous 

market activity? 

A No, sir. 
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0 Was there any other basis than market activity 
for any subsequent prices of the stock that you traded up? 

A No, sir. 

0 Was there any basis besides market activity for 
any submissions of quotations that Carno made in the pink 
sheets? 

A Referring to initial quotation, sir? 

Q No. 

A Or subsequent? 

Q Quotations — 

A No, sir. 

Q Excuse me? 

A No. The answer to your question would be no. 

Q Who submitted the cards to the pink sheet on 

behalf of Carno? 

A I would have submitted the cards, sir. 

Q Were they reviewed by anyone? 

A No, sir. 

Q From September of 1972 until December of 1972, was 
there a brokerage firm that was known to you as a buyer of 
the stock? 

A Yes, sir. 

Q What was that firm? 

A There were several firms who were buying the stock. 
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0 Who was the principal buyer, if you could say? 

A Most of my sales were to Global Securities. 

Q From September to December did you attempt to 
accumulate any position in Management Dynamics? 

A Would you explain that question for me, sir? 

Q Did you attempt to maintain an inventory of shares 

A No, sir. My inventory is more or less dictated 

by the customers or the other brokerage firms who buy and 
sell stock to and from me. 

Q Did you ever get any calls from brokers out of 
the state offering you large blocks of Management Dynamics? 

A Yes, sir. 

MR. PRANK: If your Honor please, as much as I 
hate to interfere with Mr. Dietz's questioning, I must object 
unless we limit this question to the time period covered in 
the complaint. I certainly feel that it would be highly 
improper to permit him to go into other time periods. 

THE COURT: All right. 

Q From the end of October through the j^uspension of 

trading, did you ever get such phone calls? 

A One, sir. 

Q Could you tell us about that phone call, please? 

A I don't recall exactly when I received the call. 

It was from an individual or broker in California offering 
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as far as this cause of action goes. j 

THE COURT: What's the basis of getting —— you 
know, what's your theory? 

MR. DIETZ: Excuse me? 

THE COURT: What is your theory? Here is somef>ody 
who as far as I know has no connection with any of these 
people. What's the theory of your getting a conversation 
with this man — 

MR. DIETZ: Your Honor, it will come out in the 
conversation. It concerns the Watson shares. 

MR. GUSRAE: Your Honor, I don't care what it 
concerns. I'm sorry. I believe it li improper to allow the 
substance of any conversation where we have an unidentified 
caller who is not a party to this action. 

THE COURT: That's why I want to know your theory, 
Mr. Dietz. Don't look over there, I are asking you, what is 
your theory for getting this evidence in. 

MR. DIETZ: The theory, your Honor, is that Mr. 
Nadino is testifying as to a conversation that he had with 
this person and I think that he is competent to testify to 
what he said and what the person or the other end of the 
telephone told hire. 

Insofar that it is hearsay, your Honor can certainl; 
give it whatever weight he believes is merited, but we are 

c 
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at a preliminary stage, and I believe that hearsay is 
acceptable. 

MR. GUSRAE: Your Honor, I must take exception to 
Mr. Dietz's statement. No way. I don't care at what 
stage, hearsay is hearsay is hearsay, and there is no way 
that I can cross examine anyone regarding this conversation. 

THE COURT: I think that the testimqny today, 
this morning, from Mr. Levy, was that some of that stock 
was in California. 

MX. GUSXAE: Your Honor, I'm sorry to disagree 
with you, but that is not the testimony, and I will place 
Mr. Levy on the stand with respect to that right now. 

MR. DIETZ: Your Honor, I think that you are 

correct in your recollection that Mr. Levy was told that 


several tens of thousands of shares were in a bank — 

THE COURT: I believe that was so. 

MR. DIETZ: Yes. 

THE COURT: The objection was raised that somebody 
else told him that. The question was, was it California? 

MR. GUSRAE: There were conversations, I believe — 
THE COURT: All right, that's the same thing. 

MR. GUSRAE: It is pretty tenuous, your Honor. 

THE COURT: It isn't tenuous. 

MR. GUSRAE: To allow this call in? 
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THE COURT: I think that the issua here, it seems 
to me, as far as I can recall, is that Mr. Levy delivered 
to someone in Florida 960,000 shares of restricted stock 
without any legend on that stock indicating the restriction, 

i 

and we have already found that some of that stock was pledged 
or was collateral at some point in a New York bank, and — 
all right, the objection is overruled. I will allow it. 

MR. GUSRAE: Your Honor, can I please make a 
statement at this time? 

THE COURT: By all means, surely. 

MR. GUSRAE: Your Honor, with respect to any sort 
of "pledge", that's all been hearsay testimony. We agreed 
on that. You are now allowing more hearsay testimony regard¬ 
ing some kind of conversation which Mr. Dietz has represented 
involves some "Watson stock." The whole case, your Honor, 
depends on whether or not this man Watson ever offered or 
sold any of the 960,000 shares of stock. 

The government has yet to produce Watson. They 
wouldn't produce him. Now they are trying to prove their 
case through hearsay evidence of some sort of pledge, and 
now through a phone call that this brokerage house may 
have been offered some Watson stock by somebody I don't even 
know. 

THE COURT: All right. I think that you are 
making a good point, but I am going to let the evidence in. 
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Q Mr. Nadino, can you tell us, please, what was 
said on this telephone conversation? 

A Again, as best I can recall, it did happen sometime 
ago, I was sneaking to an individual whom I don't know and 
have never ever spoken to before or after, introduced him¬ 


self by the name of Buzz. He asked me a market, what the 
present market was in the stock of Management Dynamics. 

I quoted him that price. He asked me if it was a sizeable 
market. I stated that I could probably patform as well as 
any of my competitors in the sheets. 

He revbaled that he had ultimately 100,000 shares 
for sala. I think he started by tailing me five or ten 
thousand shares, but ultimately 100,000 shares. I then 
requested — I informed him that the stock had never traded 
in that kind of size and requested that he gave me the 
certificate numbers of that stock. The individual did that. 

I then contacted the transfer agent. 

Q Do you remember what the nMe on the stock cer¬ 
tificates was? 

MR. GUSRAE: I'm sorry, I may have missed something 
but did he ans%#er that he received stock certificates? 

THE COURT: No. He was asked did he remember 
what the name was on the certificates. 
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MR. GUSRAE: For the names on the stock certif¬ 
icates? He had not received — 

THE COURT: Isn't that what you said? 

MR. DIETZ: That's right. 

0 Wer e you told whether there was a name on these 
certificates? 

A At this time I don't rememberif this gentleman. 
Buzz, whoever, or the transfer agent had ^iven me a name 
for those particular certificates. The name was P. J. 
Watson. 

Q Do you remember the serial numbers that were told 
to you by the person in California that were on the certif¬ 
icates? 

A That I don't recall right offhand, no, sir. 

Q Do you remember coming down to the Commission? 

I'd like to show you your testimony at the Commission.. 

Does this refresh your recollection as to what the serial 
numbers were? 

A Again, I will assume that that is what I said at 
that hearing. 

Q What did you say then? 

A Do you want me to read verbatim, the statement? 

Q No. You can testify as to — if this refreshes 
your recollection. 
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requires brokers to have certain minimal information in their 

I 

possession before — 

THE COURT; What difference does it make? If 
this rule applies to Mr. Nadino in regardto this, then 
all right. Why ask him about that? I don't understand 
what you are doing. Why ask him about something, if it 
applies here? What difference dc_3 it make if he is fam¬ 
iliar with it or not? If it governs his activities, it 
governs his activities. 

MR. DIETZ: We have no further question, your Honor 
CROSS EXAMINATION 
BY MR. GUSRAE; 


Q Mr. Nadino, with respect to this phone call that 
vou received from, you say It mas California — 

A I was told it was California. 

Q You were told? So you don't know where the 
phone call really ceune from, do you? 

A I would have to say not, sir. 

Q Do people often call you up and attempt to teat 

your market in the sense of saying the have a large number 
of shares of any security to see h-w firm your market is? 

A It is done. 

0 It is done? 


A Yes, sir. 
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He certainly did not say he was Nr. Pater Watson, 


9 

10 
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12 

13 

14 

15 

16 

17 

18 

19 

20 
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22 

23 
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25 


did he? 

A No, sir. 

Q He didn't volunteer that and he didn't volunteer 

anything with respect to how he got the shares, I suppose? 

A No, sir. 

Q As a matter of fact, he never indicated to you 
that he owned the shares, did he? 

A No. 

THE COURT: The serial numbers he gave you, you 
found later to be registered to Mr. Watson's name, is that 
correct? 

THE WITNESS: As I recall, yes. 

NR. GUSRAE: I have no further questions. However, 
I do once again renew my objection as to allowing — 

THE COURT; You don't have to renew it. It is 
clear. Nr. Frank, do you want to ask any questions? 

MR. FRANK: Mark this, please. 
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(Defendant Nadino Exhibit A-1 was marked for | 

identification.) 

(Defendant Nadino Exhibit A-2 was marked for 
identification.) 

CROSS EXAMINATION 
BY MR. FRANK: 

Q Mr. Nadino, I show you Defendant's A-1 for identif¬ 
ication and ask you, will you tell the Court what these 
documents represent? 

A These are my personal trading ledgers which were 
in 1971 kept daily by myself. 

0 Do those records reflect your trading for the year j 
1971 in the stock of Management Dynamics? 

A Through the period June 9 through October 25. 

Q I show you this Schedule A-2 for identification 
and ask you whether or not that is a summary of the trading 
in Management Dynamics bv A. J. Carno for the period you 
have just testified to? 

A Yes, sir. 

MR. FRANK: I now offer Exhibit A-2 in evidence, 
your Honor. 

MR. DIETZ: Your Honor, looking at Defendant's A-1, 
it is nowhere indicated that these documents relate to 
Management Dynamics. Point two, the time period covered, 
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2 

6/9/71 to 10/25/71 I think is not relevant to the issues 


3 

here. 


4 

MR. FRANK: If your Honor please, Mr. Dietz on 


5 

direct examination made a big question as to when Mr. Nadino 


6 

started trading this stock. It seems to me that it is rele¬ 


7 

vant for cross examination if it is relevant for direct. 


8 

THE COURT: He indicated that he started trading 


9 

in the stock in June of 1971, I believe. 


10 

MR. DIETZ: These documents really don't shed any 


11 

light upon the issues here which concern essentially trading 


12 

from August of *72 through December of '72. Maybe Mr. Frank 


13 

could enlighten the Court and I will withdraw my objection — 


14 

MR. FRANK: If your Honor please, we have tried to 


15 

make it easy by taking all of the trader's entire records 


16 

in all securities, which is Exhibit A-1, and reduce it to 


17 

a simple sheet, A-2, which represents Management Dynamics' 


18 

trades only. 


19 

Were we to examine this, we would cull out the 


20 

information which appears on A-2. I also would like to 


21 

avoid, your Honor, brining some 40 I.B.M. books from the 


22 

records of A. J. Carno to cull the Management Dynamics trading 


23 

which also appears, your Honor, on part of A-2 as well as 


24 

in the schedule which is previously offered in evidence. 


25 

There is no sense in bringing 40 volumes, your Honor 

r 
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and aoinq through them. 

THE COURT; You are correct in that. Does this 
purport to be all of the trading in Management stock by 
Carno? 


MR. FRANK: By the securities trader, Mr. Nadino, 
vour Honor. This is his trading sheet which he keeps at 
his desk. As he makes a trade, he records the name of the 
stock and the price at which he trades it. That is 
those records. From those records we have culled the 1971 
transactions in Management Dynamics. 

THE COURT: That's just 1971? 

MR. FRANK: Right, your Honor. 1972 is already 
in evidence. 

THE COURT; Fine. It will be received. 

(Defendant's Exhibit A-2 was received in evidence.) 

0 Mr. Nadino, let's direct our attention to that phom* 
call you got from a man named Buzz. Did he ever leave 
his number for you to call him back? 

A I don't recall, sir. 

Q Did he ever send you stock certificates? 

A No, sir. 

0 Did you ever see stock certificates? 

A No, sir. 

0 Did he ever make you a firm offer to sell you the 
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securities? 

A No, sir. 

0 Did he ever authorize you to sell the securities 

for any person? 

A No, sir. 

Q Did he ever tell you his full name? 

A No, sir. 

0 Do you know if those securities ever existed? 

A No, sir. 

Q Do you know the source of his information as to 
the stock certificate numbers? 

A No, sir. 

Q Do you know if there is a P. J. Watson alive? 

A No, sir. ^ 

Q Did you know who P. J. Watson was? 

A No, sir. 

Q Do you know who Peter Watson is? 

A No, sir. 

0 Do you know where he is? 

A No, sir. 

0 To this day do you know him? 

A No, sir. 

Q Have you ever met him? 

A No, sir. 
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0 Do you know, sir, whether or not there could have 
been a plant on the telephone? 

A I don't know, sir. 

Q Have you ever gotten mysterious calls on inquiries 


stock? 


On occasion. 


Q Have you ever had your competitors test the size 
of your market by having other brokers come in and make 


calls? 


Yes, sir. 


Q Is that usual in the industry? 

A Yes, sir. 

Q Didn't you find it most mysterious that somebody 

wants to sell a big block of stock and never tells you 
who they are? 

A Yes, sir. 

Q Did you pay it any import at all? 

MR. DIETZ; Objection. 

THE COURT: All right. 

Q Mr. Nadino, let me show you Exhibit 13 in evidence. 
Plaintiff's Exhibit. Is it your testimony that in May or 
June of 1971 when you were looking for a security to trade, 
that one of the securities you found, among others, was 
Management Dynamics? 
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2 

A Yes, sir. 


3 

Q What was the state of the Stock Market in 1971 


4 

at that time? 


5 

A Very, very quiet market. 


6 

Q Brokerage firms were closing at the time, weren't 


7 

they? 


8 

A Yes, sir. 


9 

Q Did you have a limit in the size of the so-called 


10 

box that you were permitted to trade at Carno? 


11 

A Absolutely. 


12 

Q Would you explain to the Court what a trader's 


13 

box is? 


14 

A It is the amount of money in which the firm alots 


15 

him to work with. 


16 

/ 

Q You were given an allocation by the management of 


17 

Carno, were you not? 


18 

A Yes, sir. 


19 

0 In seeking stocks to trade at that time, did you 


20 

look particularly for low-priced stocks? 


21 

A Yes, sir. 


22 

Q Was that because it fit within a monetary amount 


23 

that Carno allocated to you as a trader? 


24 

A Yes, sir. 


25 

Q About how many low-priced stocks did you trade irt 
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THE COURT: Mr. Frank, it seems to me that this 
is a waste of time. If Mr. Dietz is correct that there was 
an obligation before trading began in the stock for the 
broker to ascertain, one, whether the stock was register-ad, 
and, two, to ascertain some information about the quality of 
the company, then whether he traded in low stocks and so 
forth is immaterial. 

That it seems to me is the question. 

MR. FRANK: With all due respect, your Honor, 
number one, that is not what is charged in the complaint. 

THE COURT: That's what the issues are being 
presented here. 

MR. FRANK: Unfortunately, Mr. Dietz did not charge 
that in the complaint. The defendants are charged with 
singly and acting in concert to do two things: One, to 
participate in a violation of Section 5 in the distribution 
of unregistered securities, which I respectfully submit as 
of this point there is a total failure of proof. 

The other is a violation of Rule lOB or Section 17, 
If your Honor please, there are some exceptions under 
Rule 15C2. One of the exceptions is that if a security 
has previously traded for a number of days, then there is 
no requirement on the broker. There are other exceptions to 
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the rule. A broker has an exception from Section 5, your 
Honor. 

THE COURT; I hear you, Mr. Frank, and 1 under¬ 
stand that. In any event, none of these questions go to 
that issue. 


MR. FRANK; I ajn aware of what will govern now, 
your Honor. 


THE COURT; There is no point in our wasting time. 
If that's the issue, then direct the questions to that. 

Q Mr. Nadion, prior to your commencing the trading 
of Management Dynamics in 1971, did you make inquiry as to 
whether or not it previously had traded? 

A Yes, sir. 


Q What did you find as a result of suolr inquiry? 

A The stock had traded for at least a year. 

Q The stock had traded for at least a year? 

A Yes, sir. 

Q Is Exhibit 13 some copies of the quotations that 

appear in the National Stock Summary? 

A Yes, sir. 

Q Going back as far back as 1970, is that correct? 

A Yes, sir. 

THE COURT; What exhibit is that? 

MR. FRANK; Exhibit 13, your Honor. 
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0 Mr. Nadino, just to clarify one point, did Mr. 

Dietz — when Mr. Dietz asked you the question, was there 
anything other than supply and demand that governed the 
price which you quoted or offered this security for sale, 
you replied it was only supply and demand. 

Is that correct? 

A Yes, sir. 

Q Is that still your answer? 

A Yes, sir. 

MR. FRANK: I have no further questions. 

CROSS EXAMINATION 
BY MR. BRECHERT; 

Q Mr. Nadino, did anyone ever tell you that the sec¬ 
urities of Management Dynamicswere required ta be registered 
with the Commission? 

MR. FRANK: Objection. I think the same objection 
that was raised when Mr. Dietz raised that question, your 
Honor. 

MR. BRECHERT: I will rephrase the question. 

Q Did the Securities & Exchange Commission ever 
advise you thatthe stock had to be registered with it? 

THE COURT: What difference does that make? Did 
the Securities t Exchange Commission have to advise every 
broker? Wasn't the broker supposed to know what the rules 
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MR. BRECHERT: That is correct, your Honor. 

THE COURT: Are they supposed to get out and 
advise them before people can be charged with any liability, 
is that what your — 

MR. BRECHERT; No, your Honor. 

THE COURT; I eun getting weary of .ill these ques¬ 
tions that don't seem to me to have any focus on what the 
issues are before the Court. 

MR. BRECHERT; All right, your Honor, thank you. 

THE COURT; Do you have something further? 

MR. DIETZ: A few questions, your Honor. 

REDIRECT EXAMINATION 
BY MR. DIETZ; 

0 In response to Nr. Frank's questions, you said 
that Management Dynamics had traded for at least a year 
prior to thetime that you went into the sheets. 

A Yes, sir. 

Q Can you tell us that it traded every single day 
during thatyear? 

A Could I tell -- no, sir, I couldn't tell you that. 

Q May there have been gaps of 15 or 20 days or even 

a month when theremay have been no quotation submitted to 
the pink sheets? 
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its next witness Robert Berkson. 

MR. FRANK; Your Honor, may we put Mr. Dryor 

on at this time? 

THE COURT: No. No. You had your chance to put 
Mr. Dryor on. Call Mr. Bergson, please. 

ROBERT BERKSON, called as a witness 

by the plaintiff, being first duly sworn, testified 
as follows: 

DIRECT EXAMINATION 
BY MR. DIETZ: 

Q Mr. Berkson, are you employed? 

A Yes. 

Q Where? 

A A. J. Carno & Company. 

0 What's your position there? 

A President. 

Q How long have you been president? 

A About a little over a year, I think. 

Q Were you at A. J. Carno in September of 1972? 

A Yes, sir. 

Q What was your position then? 

A I believe I was president. 

Q Did you swear out an affidavit in this action? 

A Yes. 
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Q In that affidavit, Mr. Berkson, you mentioned a 
meeting during the month of September-October with Mr. Ed 
Barrett, William Levy and a Miss Pauline Kirschenbaum. 

Will you tell the Court about that meeting? 

A These people came into my office. My office at 
thattime was not at 42 Broadway where the trading department 
is, it was at 80 Broad Street. 

Q Did they come in by prearrangement? 

A No. 

Q They just walked in unannounced? 

A Yes. 

Q What was said? 

A Mr. Levy suggested that he would like to introduce 
me or A. J. Carno to the new management at Management 
Dynamics and to fill us in on any new developments that had 
occurred. 

Q What were the developments that Mr. Levy told you 
about? 

A I really don't remember them. He left me with 

some material. Anything that — it would be very hard for 
me to say. I really don't recall. Only that there was a 
new president, he wanted me to meet him, say hello to him. 

THE COURT: When did this take place? 

THE WITNESS: At that meeting. 
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THE COURT: I missed the date. 

THE WITNESS: I believe it was in September or 
October of '72. 

0 Do you recognize the documents in front of you. 
Plaintiff's Exhibits 1 and 2, as copies of documents that 
Mr. Levy left with you? 

A He left me a folder, and I assxime that this material 
was in it. I really don't recall. 

Q Do you have that folder? 

A No. I took the folder and anything that was left 

with me and sent it over to our trading department, to Mr. 
Nadino, which makes up our due diligence file. He may have 
had this material already. I don't know. It might have 
been mailed to us also. 

Q You say in your affidavit that Mr. Levy r^ained 
a few minutes longer than the others. Do you remember 
what transpired during the time you were alone with Mr. Levy? 

A Only — there was really very little said, except 
that he said if there is anything he can help me with as 
far as information or anything else, that I shouldn't hesitate 
to call him, and so forth. I told him that I don't make the 
market in the stock, rather I am not the trader that trades 
the stock, and anything that he tells me I will transmit to 
the trader. 
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Q You say in your affidavit — 

IHL COURT: Mr. Dietz, ask him any questions that 
you want to ask him about it. The point is thatyou refer 
to the affidavit. Ask him questions directly about what you 
want to ask him about. He is here. 

Q Did Mr. Levy discuss anything about the trading 
of the stock in Management Dynamics? 

A No. 

Q After this meeting, did you ever speak with Mr. 
Levy again? 

A Yes. 

Q How many tiroes? 

A Three or four or five. 

Q Do you remember the substance of any of those 
conversations? 

A Not word for word. I would imagine he asked me 
the price of the stock, that type of thing. 

Q What steps, if any, did you take to supervise Mr. 
Nadino? 

A Well, Mr. Nadino is a registered principal, and 

his job is to supervise the trading room itself. I have 
found him to be conservative and honest and trustwrthy. 

The steps that we have, we have a good system, I think, of 
checks and balances in our firm, and that is that at the end 
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of each trade day I will ask him if there is any unusual 
activity in any particular stock. He will tell me if he 
feels that there was. We have an accountant that supervises — 
that looks at the tickets every day, after he initials them, 
the next day when the computer run comes up, and will bring 
to my attention or to his attention anything thathe feels 
is otu of the ordinary. 

Q Did you exercise any independent supervision? 

A Such as — what do you mean by that? Such as 

what? 

Q Do you exercise any independent supervision? 

THE COURT; You asked him that one, Mr. Dietz, and 
he said "Such as what?" He doesn't understand what you 
mean. 

Q You testified that you rely on Mr. Nadino's 
judgment to report any unusual trading activity. Do you 
exercise any supervisory responsibility, whether or not 
Mr. Nadino reports "unusual activity" to you? 

MR. FRANK; I must object to form, your Honor. I 
just find it is too disjunctive for me to understand. 

THE COURT; Try again, Mr. Dietz. 

Q Do you exercise any supervisory responsibility 
other than when Mr. Nadino reports unusual activities to 
you? 
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A Yes. 

Q Tell me what those are. 

A Number one, I gave you one example, aud that is 
we have another principal that looks over the previous day's 
trading every day, and, number two, I do that myself on 
occasion. I spotOicheck certain things. I don't do it 
consistently. It would be impossible to do. 

Q Have you ever heard of Samuel Hodge? 

A Yes. 

Q Who is he? 

A Other than being a customer for which we executed 
a trade, I don't know. 

0 How did he come to Carno? 

A I assume by recommendation. 

Q Whose client was he? 

A Mine. 

THE COURT; Whose client? 

THE WITNESS; Mine. 

THE COURT; Your answer was that he came by 
recommendation? 

THE WITNESS; I assume by recommendation of some¬ 
one. That happens very often. That's the way we get a lot 
of our customers. 

Q What was your first contact with Hodge? 
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A Telephone call, I believe. 

Q When was that? 

A Sometime preceding a trade that I made for him, 
and I don't have the dates in front of me. 

Q What was the substance of that’ telephone call? 

MR. FRANK: If your Honor please, before we have 
the call, may we have the date? Mr. Dietz is acting very 

S 

mysteriously with his own witness. If he has something that 
would refresh him, I think we should try to move on here. 

Q Here is Plaintiff's 11 which will give you the 
complete summary of Carno's trading. 

THE COURT: Have we left the telephone call, Mr. 

Dietz? 

MR. DIETZ: Bxcuse me? 

THE COURT: Have we finished with the telephone 

call? 

MR. DIETZ: No, your Honor. We are trying to 
fix a date. 

A I don't see his name on here, but I see, unless 
I missed it in these pages. Paramount Record Company, which 
Q Is that connected with Mr. Hodge? 

A Yes. 

Q What's the relationship? 

A I don't know what his relationship is. I b#lieve 
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he is president of Paramount Record Company. Our new 
account card would show that. And he gave me orders — I 
think we executed two orders for him, one in tola company 
and one for him personally. 

Q What were those orders, do you remember? 

A I remember that they were both sell orders. I 

believe they were for 1000 shares each. 

Q Who executed these orders? 

A I gave the order to Mr. Nadino. 

Q Do you know if Mr. Hodge's stock was registered? 

MR. FRANK; Objection, your Honor. I think it is 
a wholly improper question. I don't think there is anything 
that is Mr. Hodge’s stock. There is no charge here — 

MR, DIETZ; Mr. Hodge is a defendant here, your 

Honor. 

THE COURT: But that could cover a whole number of 
things. Are you talking about — he is not a defendant — 

I thought that the issue here was the question of M. D. 
stock not being registered and these various people trading 
it. 

MR. DIETZ: That's right. We have been discussing 
Management Dynamics stock, your Honor, and these sales 
were made on — 

THE COURT; These were sales of Management Dyneunics 
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stock? That certainly isn't clear from what's gone on 
before in terms of your asking questions. It may be clear 
in your mind. 

MR. DIETZ: I am terribly sorry, your Honor. 

Q Mr. Berkson, what company shares were being sold? 

What was the name of the stock? 

THE COURT: For Mr. Hodge? 

MR. DIETZ: That's right. 

A For Mr. Hodge, I think. Management Dynamics. 

Q Do you know if this Management Dynamics stock was 
registered? 

A I would say it was definitely registered. We 
don't sell unregistered stock for people. 

Q On what do you base that statement? 

A Well, for one thing, the manner and form in which 
it was delivered to us. I believe that we transferred the 
stock. 

«• 

Q Did you ever see the jertificates come in to you? 

A I don't think that I saw the certificate directly, 

but I know it would have been pointed out to me immediately 
had there been a legend or anything else connected with it. 
And, of course, Mr. Hodge himself never indicated that it 


was -- 


If the stock hadn't had a legend on it, it might 
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not have been registered — 

MR. FRANK: Objection as to form, your Honor. 

THE COURT: Objection sustained. 

Q Do you know who referred Hodge to you? 

MR. FRANK: Objection as having been asked before, 
your Honor. 

THE COURT: You asked that. He said he thought 
he was recommended to him by someone. You asked how he came 
to him, Mr. Hodge. He said someone had recommended him. 

Q Do you know what the source of recommendation of 
Mr. Hodge to your firm was? 

A No. 

Q Did you ever discuss Mr. Hodge with anyone else 

outside your firm? 

0 ' 

A It would be strictly conjecture. I really don't 

recall. 

MR. DIETZ: lo further questions of this witness, 
your Honor. 

THE COURT: All right, anything of this witness? 
/.re there any questions of this witness? 

MR. FRANK: No further questions of this witness, 
your Honor. 

THE COURT: All right, thank you. 

(Witness excused.) 
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THE COURT; Call your next witness. 


MR. DIETZ: Your Honor, the Conanission calls 


Samuel Hodge. 


MR. BRECHERT: Your Honor, as I previously advised 


Mr. Dietz out of court, Mr. Hodge will not be here today. 


THE COURT; All right. Call your next witness, 


I had advised you on Friday of what the consequence of that 


failure to be here would mean. 


MR. BRECHERT; Your Honor — 


THE COURT; I advised you on Friday 6f wliat’ tha 


consaquaneas of that would mean. 


MR. BRECHERT; Your Honor — 


THE COURT; Call your next witness. 


MR. BRECHERT: Your Honor, may I make a statement; 


please? Pursuant to your order to inform Mr. Hodge that 


his presence was requested by your Honor, I did so, and he 


replied to me that he would attempt to be here if he could 


obtain someone to care for his wife who is a complete invalic 


He requires more notice than was given and he could 


be here today. 


THE COURT; All right. 


MR. BRECHERT; Your Honor, if I may further state. 


I would object strongly to any default being ebtered based 


on his non-appearance. 
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THE COURT: A default will be entered becauae 

he haa not - beeauae of hla abaence. 

Call your next wltneaa. 

MR. BRECHERTt Your Honor, may I make a atate- 
ment in regard to that, pleaae? 

MR. DIETZ: Your Honor, %re — \ 

MR. BRlCKERTt Bxcuae me, Mr. Dletx, if l may 
make a atatement in regard to that, I aee nothing in 
the rulea of the Court to allow the entry of a default 
upon the failure of a defendant to appear at a civil 
^*^^*^* waan't aubpoenaed and he waan't given ade** 

guate notice to be here. 

THE COURT: I ordered him here, and I gave him 
plenty of notice.' 

hll right, let'a proceed. 

MR. DIETZ: Your Honor, the Coanlaaion would 
to Introduce three docuBMnta. I think we have 
atipulationa on then. 

(Plaintiff’a Exhibita 15, 16 and 17 marked 
for identification.) 

MR. DIETZ: Your Honor, the Coaraiaaion recalla 
William Levy to the atand. 

MR. OUfEAE: la that a document being offered? 

aee 
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January 20, 1975 


Mr. A. Daniel Fusaro 
United States Court of Appeals 
Second Circuit 
Foley Sq\:iare 

New York, Nev; York 10007 

Re; SEC v. Management Dynamics et al. 

Dear Mr. Fusaro: 

We are the attorneys for A.J. Camo Inc. and 
Anthony Nadino, tv;o of the four appellants in this action. 
Oral argiiment is scheduled before this Court on January 29, 
1975 at 10:30 A.M. 

Several references are made in the reply brief 
submitted by our clients to statements contained in the brief 
submitted by the Securities and Exchange Commission ("SEC"). 
Unfortunately, certain errors in pagination by the SEC make 
our references to pages in the SEC's brief inaccurate. 



With the express approval of Frederick L. 

White, Esq. of the office of the General Counsel of the SEC, 

I respectfully request to amend some of the footnotes contained 
in our reply brief in the following manner; 


Reply Brief 
Page # 


Reply Brief 
Footnote # 


Should Read 


18 

19 

21 

22 

22 

24 

25 


I 
6 
8 

9 

10 

II 


Page 37 i 

Page 37 

Pages 5,6,25-30 
Pages 6,25-30 
Page 27 j 

Page 33, footnote 26 
Page 33, footnote 26 1 
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With this procedSe^pLIs^do norhe^tatrto°?Lt"acrjS!"""°^ 


fesyectfi 


RMK;h 


your;^ 


Richard M, Kraver 


Frederick L. White, Esq. 

5o!?* 

Dan Brecher, Esq. 

230 Park Avenue 
New York, New York 

5^srae, Esq. 

225 Broadway 

New York, New York IOOO 7 

f’ Esqs. 

3^5 Park Avenue 

New York, New York 10022 
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UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT 

.X 74-1680 

SECURITIES AND EXCHANGE COMMISSION, 


Plaintiff, Respondent, 


vs. 

MANAGEMENT DYNAMICS, INC., EDWIN BARRETT, 
CLYDE GOFF, EPHRAIM HOFFMAN, PETER R. 
WATSON, GLOBAL SECURITIES, INC., ALLEN 
LANGENAUER, DAVID LANGENAUER, BERNARD 
OSCHERS, LEE SCHNEIDER, JOSEPH CIRELLO, 
FAIRFIELD SECURITIES, INC., THOMAS F. 
BRENNON, III, 


Defendants. 


and 

WILLIAM N. LEVY, A. J. CARNO, INC., ANTHONY 
NADINO, MAYFLOWER SECURITIES, INC. and 
SAMUEL D. HODGE, 


Defendants-Appellants. 
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CERTIFICATE OF SERVICE 
OF 

BRIEF OF DEFENDANT-APPELLANT SAMUEL D. HODGE 


DAN BRECHER, ESQ. 
XUflDOCXXKXXXNXIIXXXXX}^ 

COUNSELORS AT LAMT 
230 PARK AVE34UE 
NEW YORK,NEW YORK KX>17 





CERTIFICATE OF SERVICE 


The undersigned, an attorney duly admitted to 
practice before this Court, certifies that on the 25th 
day of October, 1974, he personally delivered twenty-five 
copies of the foregoing BRIEF FOR DEFENDANT-APPELLANT 
SAMUEL D. HODGE to the Clerk of the United States Court 
of Appeals. He further caused two copies of the fore¬ 
going BRIEF FOR DEFENDANT-APPELLANT SAMUEL D. HODGE, to 
be served on the following individuals, by enclosing same 
in postage prepaid envelopes and depositing them in the 
United States mails: 

Lipkin, Gusrae & Held, Esqs. 

Attorneys for Defendant-Appellant 
William N. Levy 

225 Broadway 

New York, New York 10007 

Borden & Ball, Esqs. 

Attorneys for Defendant-Appellant 
Mayflower Securities, Inc. 

345 Park Avenue 

New York, New York 10022 

Feldshuh & Frank, Esqs. 

Attorneys for Defendants-Appellants 
A. J. Camo, Inc. and Anthony Nadino 

144 East 44th Street 

New York, New York 10017 
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Dated: 


C 


Frederick L. White, Esq. 

Securities and Exchange Commission 
Office of the General Counsel 
500 North Capitol Street, N. W, 
Washington, D. C. 20549 


New York, New York 
October 25, 1974 

DAN BRECHER 
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AFFIDAVIT OF SERVICE 


STATE OF NEW YORK )gg.; i 

COUNTY OF NEW YORK ) I 

I 

IRWIN G. STEIN, being duly sworn, deposes and 1 

says: deponent is not a party to the action, is over 18 year^ 

of age, and resides at Brooklyn, New York. On October 25, 

1974 deponent served the within DEFENDANT-APPELLANT WILLIAM 
N. LEVY REPLY BRIEF, in duplicate, upon the following persons 
at the following addresses designated for that purpose by 
depositing two true copies of same enclosed in a post-paid 
properly addressed wrapper, in an official depository under 
the exclusive care and custody of the United States Postal 
Service within the State of New York. 


V.L- ^ ^ —> 

IRWIN G. STEIN 

Sworn to before me this 25-^ Sto»* oJ Nr# York ) 

day of October, 1974 County d Nr# York > 

Sworn lo boforo mm itiic 

LOUIS ICUtEKOFSICT 
Notory Public, S»o*» oi N«w Talk 
No. 53-738IS7S 
Qualifiod in Suffolk Coun^i 

SERVICE LIST E*plr*i AAorcb 30. 197^ 



j; Borden & Ball, Esqs. 

1 Attorneys for Mayflower Securities, Inc. 
,1 345 Park Avenue 
New York, New York 10022 


j Feldshuh & Frank, Esqs. 

I Attorneys for A.J. CARNO, Inc. 
i and Anthony Nadino 
144 East 44th Street 
New York, New York 10017 









Frederick White, Esq. 

Securities and Exchange Commission 
Plaintiff 

500 North Capitol Street 
Washington, D.C. 20549 

Dan Brecher, Esq. 

Attorney for Samuel D. Hodge 

230 Park Avenue 

New York, New York 10017 
























